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{6320-01-M] 
Title 14—Aeronautics and Space 


CHAPTER lI—CIVIL AERONAUTICS 
BOARD 


SUBCHAPTER A—ECONOMIC REGULATIONS 


{Regulation ER-1080; Reissuance of Part 
291; Docket 33093] 


PART 291—GENERAL RULES FOR 
ALL-CARGO CARRIERS 


Operating Rules for All-Cargo Carri- 
‘ers and Domestic Cargo Transpor- 
tation by Section 401 and Section 
418 Carriers 

NOVEMBER 8, 1978. 
Adopted by the Civil Aeronautics 
Board at its office in Washington, D.C. 


AGENCY: Civil Aeronautics Board. 
ACTION: Final rule. 


SUMMARY: These rules govern all- 
cargo air carrier applications and certi- 
ficates, and domestic air cargo services 
by all-cargo carriers and by existing 
certificated route carriers. They sub- 
stantially lessen the extent of the 
Board’s regulation of domestic cargo 
transportation, implementing Pub. L. 
95-163, deregulating ail-cargo service, 
and Pub. L. 95-504, the Airline Dere- 
gulation Act of 1978. 

DATES: Effective: November 9, 1978, 
except for §§ 291.23, 291.33, and 291.42 
which are subject to GAO Review and 


will be effective on December 31, 1978 
unless later amended. Adopted: No- 
vember 8, 1978. 
FOR FURTHER 
CONTACT: 


INFORMATION 


Joseph A. Brooks, Office of the Gen- 
eral Counsel, Civil Aeronautics 
Board, 1825 Connecticut Avenue 
NW., Washington, D.C. 20428, 202- 
673-5442. 
SUPPLEMENTARY INFORMATION: 
Within the last year Congress has 
passed two laws, substantially chang- 
ing the direction and extent of the 
Board’s regulation of the air transpor- 
tation industry, particularly in the 
area of domestic air cargo. Pub. L. 95- 
163, enacted on November 9, 1977, 
which deregulated all-cargo service, 
eliminated the core elements of the 
Board’s regulatory powers over domes- 
tic air freight: the ability to control 
entry and exit, and the ability to set or 
control rates by comparing the rates 
to carrier costs. Also, after a “grandfa- 
ther” period ending November 9, 1978 
(which allowed existing all-cargo carri- 
ers to obtain a new section 418 certifi- 
cate authorizing air cargo service 
under deregulated conditions), the 
Board is directed to issue all-cargo cer- 
tificates under section 418 to any ap- 
plicant, unless it finds, within 180 
days, that the applicant is not fit, will- 
ing, or able to operate as an all-cargo 
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carrier or to comply with the Board’s 
regulations. This type of certificate 
only applies to the direct carriage of 
air freight and mail within the United 
States, Puerto Rico, and the Virgin Is- 
lands. 

Pub. L. 95-504, the Airline Deregula- 
tion Act of 1978, makes far-ranging 
changes in the way the air transporta- 
tion industry is regulated, gradually 
ending most economic regulation by 
1985. The Board’s exemption power 
under section 416(b) of the Act has 
also been greatly expanded from its 
previous criteria of “undue burden” 
because of “‘unusual circumstances” or 
“limited operations” to that of ‘‘con- 
sistent with the public interest.” It is 
within the framework of these two 
laws that the Board is adopting these 
rules for domestic cargo transporta- 
tion, substantially as proposed, al- 
though with some changes discussed 
below. 

In Notice of Proposed Rulemaking 
EDR-359 (43 FR 33733, August 1, 
1978), the Board proposed to remove 
many of the economic regulatory re- 
straints affecting domestic air cargo 
service, whether by all-cargo freight- 
ers or combination aircraft, and 
whether by carriers operating under 
section 401 or section 418 of the Act, 
including air taxi operators under Part 
298 of the Economic Regulations (14 
CFR Part 298) holding section 418 cer- 
tificates. The only property not in- 
cluded within the coverage of these 
rules is that carried by air taxi onera- 
tors not also holding section 418 certi- 
ficates. To avoid any competitive dis- 
advantage to one class of carriers, we 
thus proposed to use our exemption 
powers under both sections 416(b) and 
418(c) of the Act, as explained in 
EDR-359 (pp. 3-4), to establish a 
single set of rules for all segments of 
the air freight industry, to the maxi- 
mum extent possible. 

We have received comments on our 
proposal from all types of carriers, 
shippers, forwarders, government 
agencies, and interest groups, large 
and small, both supporting and oppos- 
ing parts of the proposal. A list of all 
commenters is attached as Appendix 
A. We have also heard oral argument 
from approximately 41 parties. 

The Board will discuss the issues 
raised by the proposal, and explain 
the resolution of each on a subpart-by- 
subpart basis. Any requests or sugges- 
tions for changes made in the com- 
ments are denied unless specifically 
granted. 

The changes made in Parts 241, 242, 
and 249 are being issued simultaneous- 
ly in ER-1081, ER-1082, and ER-1083, 
respectively. 

SUBPART A 

Subpart A explains the applicability 
of the rules in Part 291, and defines 
certain terms used in the part. Intra- 
Alaskan and intra-Hawaiian cargo op- 


erations over which the Board still has 
full rate jurisdiction are included in 
the definition of “domestic cargo 
transportation”; while the terms “all- 
cargo air carrier’ and ‘all-cargo air 
service’ exclude these operations in 
accordance with the limitation in sec- 
tion 418(b)3) of the Act. Changes 
have been made in § 291.1 to state that 
certain exemption provisions in Sub- 
part D affect persons entering into 
control relationships with domestic 
cargo carriers. 


Suppart B 


These rules set forth the form, con- 
tent, and processing of applications for 
section 418 certificates that are needed 
to comply with the short time (180 
days) under the Act. for the Board to 
grant or deny the application, as ex- 
plained in EDR-359 (p. 6). One of the 
more important features of the appli- 
cation procedures is that the statutory 
180-day period does not begin to run 
until the application is complete. This 
insures both quick action and that 
only fit applicants are licensed, as is 
the intent of Congress. 

Several additions have been made to 
Subpart B as proposed in EDR-359. 
Inadvertently, the word ‘material’ 
had been left out of § 291.11(c)(9), 
thereby requiring that all claims in 
litigation, no matter how small, be 
listed in the application. It is our 
intent, however, to require that a list 
of only material claims be filed, thus 
giving us the needed information with-: 
out unduly burdening the applicant,: 
and we are, therefore, only requiring 


‘the filing of claims over $5,000 to 


avoid definitional problems. 

Section 291.11(d)(2) also has been 
changed to require a pro-forma cash 
flow statement in addition to a pro- 
forma balance sheet and profit and 
loss statement. The proposed version 
mistakenly used the term “income 
statement” instead of the intended 
“cash flow statement.” 

Section 291.12(b)(ii) has been 
changed to provide that the copy of 
each application sent to the FAA fora 
safety and compliance report include a 
request for recommendations on the 
safety implications of the new service. 
This addition follows the policy set 
forth in section 102(a)(1) of the Feder- 
al Aviation Act of 1958, as amended by 
the Airline Deregulation Act of 1978. 

Several carriers objected to the ap- 
plication form as needlessly burden- 
some, in requiring, for example, a list- 
ing of officers and directors, a presen- 
tation of financial information, and in- 
formation on past violations of the 
Act. They recommended that the pro- 
cedures allow incorporation by refer- 
ence of ali material already on file 
with the Board, that fitness informa- 
tion be eliminated for corporations al- 
ready holding licenses, and that tech- 
nical qualifications be deleted for all 
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existing direct air carriers, or for those 
already authorized to operate large 
aircraft. 

First, although a case may be made 
that those carriers already licensed 
are obviously fit, we do not agree that 
the application form is unduly burden- 
some. Second, in order to follow Con- 
gressional intent that only fit appli- 
cants be licensed, the Board believes 
that it must have a full picture of the 
type of organization -and its manage- 
ment, the ability to fulfill certificate 
obligations to the public, and the like- 
lihood of compliance with the Act and 
Board regulations. In designing these 
application procedures, the Board has 
required only the minimum amcunt of 
information to meet its tests. Because 
of the short time to act on the applica- 
tion and the need to coordinate action 
with the FAA, it is necessary to have 
all information submitted in ene com- 
plete package without the need to- 
search through ‘other dockets or files 
to compile the applicant’s qualifica- 
tions. 

Section 291.14 adds provisions, not 
included in the proposed rule, for 
amendment of the identification infor- 
mation supplied on the application. 
There is no fee for amendments, and 
the Board will decide on the basis of 
the notification whether to issue a 
new certificate. 

Two of the certificate conditions 
proposed by the Board for section 418 
carriers have drawn criticism from 
some carriers. Commuters in particu- 
lar argued that certificates should not 
automatically terminate on lapse of in- 
surance coverage. They argued that 
carriers should have the option of 
merely “holding” 2 section 418 certifi- 


cate, although not using it at the time, - 


and therefore should not be required 
to continue expensive liability insur- 
ance when in a non-operational status. 
These comménters also argue that in- 
surance may lapse for reasons not the 
fault of the earrier, and such a harsh 
penalty is overkill. 

Section 291.20 of Subpart C provides 
that holders of 418 certificates must 
comply with the rules in Part 291 for 
all of their domestic cargo transporta- 
tion, even though they may also be 
certificated or registered under some 
other Board authority. Air taxis and 
commuter airlines requested that they 
be allowed to hold 418 certificates, but 
be bound only by the rules of Part 298 
as long as they operate aircraft no 
larger than permitted by that part. 
Most of these air taxis and commuters 
have “grandfather” 418 certificates, 
but do not operate !arge aircraft. They 
do not wish to be bound by the regula- 
tions of Part 291 governing record re- 
tention, reporting, and insurance, and 
they are concerned that their FAA 
certification requirements will become 
more stringent if they are subject to 
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Part 291. On the other hand, they do 
not wish to relinquish their current 
418 certificates and be put to the ex- 
pense and trouble of reapplying 
should they eventually choose to start 
operating large aircraft. 

The Board concludes that it is not in 
the public interest to create a class of 
“non-operating” section 418 certificate 
holders who do not have to comply 
with the rules of Part 291. Allowing 
persons to hold section 418 certificates 
while not subject to Part 291’s require- 
ments would make it difficult for the 
Board to menitor fitness and other 
certification requirements for the 
holders if and when they decide to op- 
erate. Further, the Board does not 
wish to encourage persons to obtain or 
retain section 418 certificates solely 
for their value as balance sheet assets. 

Section 291.13(g) provides that a 418 
certificate may not be transferred by 
the applicant to any other person. The 
section 418 certificate represents a 
finding by the Board that the holder 
is fit, willing, and able to operate in 
domestic cargo transportation. If the 
holder could transfer the certificate, 
the new holder would be able to avoid 
the “fit, willing, and able” test. This 
would clearly not be in the public in- 
terest. The burdens of applying for a 
418 certificate are not great, and the 
prohibition on transfer does not pre- 
clude a 418 certificate holder from 
being acquired or controlled by an- 
other person. Therefore, the Board 
finds. it reasonable to prohibit the 
transfer of section 418 certificates and 
to require persons seeking such a cer- 
tificate to use the application process 
specified in Part 291. 

We believe that Congress has clearly 
indicated the need for safety con- 
sciousness on the part of the Board, 
and has shown its concern for protec- 
tion of the public in the form of liabil- 
ity insurance. The Airline Deregula- 
tion Act of i978 makes safety an im- 
portant component of the public inter- 
est in Board regulation of domestic air 
transportation (sections 102¢(a) (1) and 
(2) of the Act), and requires that both 
a study and a report be made on the 
effects of airline deregulation on 
safety. The Congress also included in 
section 401(q) of the Act a provision 
that no certificate shall remain in 
effect unless the carrier complies with 
insurance regulations of the Board. 
We believe that, in view of this Con- 
gressional declaration of policy, sec- 
tion 418 certificates should be subject 
to these same conditions of insurance. 
Responsibility for maintaining insur- 
ance coverage must be on the carrier 
in order to minimize the risk to the 
general public, and this provision gives 
the carrier the incentive to maintain 
the currency of its insurance coverage. 

Some carriers also stated that faii- 
ure to file required reports should not 
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be grounds for revocation of a section 
418 certificate. We do not, however, 
find this provision harsh since the re- 
ports required of these carriers are not 
only not burdensome, but needed for 
the Board’s enforcement functions 
under the Act. This provision does 
allow the Board to consider mitigating 
factors, and does not make failure to 
file the reports conclusive in the revo- 
cation proceeding. 


SUBPART C 


The general rules in this subpart re- 
flect the Board’s decision to create one 
set of rules for almost all domestic air 
freight service. Although some excep- 
tions have been made for the separate 
kinds of operations apart from section 
418 that the different classes of carri- 
ers now provide, these rules set forth a 
common framework under which no 
class of carrier should suffer a compet- 
itive disadvantage. Nor do we believe 
that this framework burdens smaller 
firms with unnecessary paperwork or 
regulations. These rules are only light- 
ly restrictive, in accordance with Con- 
gressional intent, and impose only one 
new requirement, requiring retention 
only of those records already kept by 
most businesses for their own pur- 
poses. 

EDR-359 proposed in §§ 291.21 and 
291.22 that two types of insurance be 
required: cargo liability insurance and 
public liability insurance. The Board 
tentatively concluded that cargo liabil- 
ity insurance was necessary to protect 
shippers against their damage claims 
becoming worthless due to the insol- 
vency of new, and perhaps financially 
unstable, carriers. Many comments ob- 
jected to the cargo liability coverage 
requirements and suggested a variety 
of aiternatives. There were two main 
objections: (1) the expense of meeting 
the $500,000 minimum would unduly 
burden small operations, and (2) the 
proposals would not allow large opera- 
tors to self-insure. In view of these 
comments, the Board has decided that 
eargo liability insurance should not be 
required. Cargo liability has never 
been required for unregulated air 
taxis, yet there have been few, if any, 
complaints to the Board from shippers 
unable to recover from an insolvent 
carrier. The expense burden on small 
operators and the inpediments to self- 
insurance for large operators outweigh 
the relatively small chance of harm to 
the shipping public if cargo insurance 
is not required. The Board also be- 
lieves that it will be more efficient for 
shippers rather than carriers to pur- 
chase cargo insurance. The shipper 
has better knowledge of the value of 
the shipment than the carrier, and is 
in a better position to determine the 
proper level of insurance. We see no 
point in requiring an arbitrary mini- 
mum level of coverage, which will add 
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to the costs of all shippers, when each 
individual shipper is in a better posi- 
tion to know how much insurance he 
needs. 

So that the shipper will know in ad- 
vance what liability insurance limits 
are maintained by the carrier, we are 
requiring that the carrier’s airwaybills 
and rate sheets contain a clear and 
conspicuous notice of these limits. The 
shipper will then be able to make an 
informed decision on whether to use 
the carrier’s service and whether to 
obtain his own insurance. 

The Board further proposed that 
section 418 carriers maintain public li- 
ability insurance with a minimum of 
$500,000 per person and $20 million 
per occurrence. These amounts would 
be required only for aircraft larger 
than air taxi size. Aircraft of a size eli- 
gible for treatment as air taxis would 
still be subject only to the insurance 
requirements for air taxis, in order to 
avoid unduly discouraging air taxi op- 
erations from expanding their oper- 
ations with larger aircraft. 

No comments questioned the need 
for public liability insurance, but the 
Commuter Airlines Association of 


America (CAAA) felt that the mini-’ 


mum amount was far too high. There 
is no established method in the insur- 
ance industry for determining a ‘“rea- 
sonable” amount of public liability in- 
surance to be required for the wide 
range of aircraft and aircraft opera- 
tors in the domestic cargo industry. In 
practice, the size of the aircraft is not 
a good indicator of the amount of po- 
tential third party damage from an ac- 
cident, since the damage depends pri- 
marily on where or how the accident 
occurs. 

As pointed out by CAAA, only a few 
insurers in the United States could 
write policies as large as $20 million 
for a single plane without obtaining 
excess coverage elsewhere. Therefore, 
to meet our requirements as proposed, 
many small operators will have to 
obtain insurance from a London insur- 
er or obtain multiple policies. This will 
mean an increased premium. On the 
other hand, the additional cost would 
probably not be determinative of 
whether to engage in section 418 oper- 
ations. Some balance must. be struck 
between the public interest in insuring 
compensation for air accidents, and 
the public interest in making it finan- 
cially possible for small operators to 
enter the domestic cargo industry at 
whatever level seems attractive to 
them. We are, therefore, adopting the 
public liability limits as proposed. 

Section 291.22 as proposed incorpo- 
rated by reference the policy condi- 
tions and certificate filing require- 
ments applicable to air taxis. Some 
technical changes have been made to 
adapt the air taxi provisions to all- 
cargo air service treated by this rule. 


RULES AND REGULATIONS 


Section 291.22 now specifies that the 
insurer’s liability applies to operations 
for all-cargo aircraft in domestic cargo 
transportation and prescribes two 
standard forms for certifying insur- 
ance coverage. The new forms are at- 
tached as appendices F and G. Carri- 
ers who obtained section 418 certifi- 
cates prior to November 9, 1978, 
should submit insurance certification 
on these forms by December 9, 1978. 

A second substantive change has 
been made in this subpart, in response 
to the comments and our reconsider- 
ation. As discussed under subpart D, 
we are deleting the rate reporting re- 
quirement proposed in EDR-359, and 
replacing it with a record retention re- 
quirement covering all rates and 
agreements by section 418 carriers. 
Since almost all businesses would keep 
this type of records for their own pur- 
poses, we see no increase in burden to 
require these records be maintained 
for a period of 1 year for enforcement 
audits by the Board. 

Trans International Airlines, among 
others, requests that the record reten- 
tion requirements apply equally, or 
not at all, to any all-cargo operator, 
with no exception for flights on small 
aircraft. We see no reason why domes- 
tic cargo transportation flights on 
small aircraft should be subject to 
these requirements. We _ recently 
issued a separate notice of proposed 
rulemaking, EDR-365 (43 FR 50150, 
Oct. 26, 1978) (Docket 33735), propos- 
ing substantial changes in Part 249 for 
record retention, including bringing 
section 418 carriers under this part. 
We shal’, therefore, review these 
issues in that rulemaking, and adopt 
§ 291.23 in the interim. 

American commented that § 291.24, 
Waiver of Board Economic Regula- 
tions would relieve carriers providing 
domestic cargo operations under sec- 
tion 418 of the Act from Part 239, 
which requires reporting of freight 
loss and damage claims. It argues that 
Part 239 should be eliminated because 
the reports in CAB form 239 would no 
longer contain any meaningful infor- 
mation after the exclusion of data re- 
lating to domestic cargo operations. 

The question of abolishing Part 239 
of the Economic Regulations is one 
which should be considered separately 
since it involves foreign carriers. We 
have decided, therefore, to consider all 
of the aspects involved with the abol- 
ishment of Part 239 in a separate pro- 
ceeding to be initiated in the near 
future. Until then we will continue to 
require reporting under Part 239 from 
those carriers who are now required to 
file these reports. This will be done in 
the final rule by making an exception 
for Part 239 reporting in § 291.24. 


SUBPART D 


This subpart continues our decision 
to establish one set of rules for all car- 
riers -providing domestic cargo trans- 
portation. For the reasons stated 
below and in EDR-359, we find these 
exemptions to be consistent with the 
public interest under section 416(b), 
and to be appropriate under section 
418(c) of the Act. 


TARIFF EXEMPTION 


The first exemption relieves each 
carrier providing domestic cargo trans- 
portation from the filing of tariffs. In 
connection with this exemption, we 
had proposed to require the carrier to 
file rate sheets with the Board. After a 
careful review of all comments re- 
ceived in response to EDR-359, we 
have decided that our tentative rea- 
soning and conclusion on the exemp- 
tion from tariffs is correct. We are, 
however, substituting a record reten- 
tion requirement for the rate reports. 

This issue caused more controversy 

and resulted in more comments than 
any other. A large majority of com- 
ments received from shippers, for- 
warders, and direct carriers opposed 
this exemption. They claimed that 
rates will fluctuate wildly on a day-to- 
day basis, that some shippers may re- 
ceive preferred treatment, that the ex- 
isting system of tariff distribution for 
rate information will break down, that 
there will be no practical way to re- 
solve disputs between shippers and 
carriers on the proper rate for a par- 
ticular shipment, that the Board will 
be unable to prevent statutory dis- 
crimination or predatory practices, 
and that there will be no way for ship- 
pers easily to find out transportation 
costs and conditions of service, or to 
predict what they will be in the 
future. 
“Those direct carriers responding 
were also mostly opposed to eliminat- 
ing tariffs. Along with the reasons ad- 
vanced by the shippers, they argued 
that the Board does not have the legal 
power to exempt carriers from the 
tariff requirement, and that the tariff 
system benefits new carriers by giving 
them nationwide exposure by merely 
becoming a party to an existing tariff. 
Several commenters also cite the his- 
tory of railroad rate legislation as 
showing that abuse will result if tar- 
iffs are eliminated. 

The Department of Justice support- 
ed elimination of tariffs, and recom- 
mended replacement of the rate re- 
ports with a record retention require- 
ment. 

We have carefully and thoroughly 
reviewed each argument raised on this 
issue, both in the comments and at the 
oral argument, during which the main 
topic discussed was elimination of tar- 
iffs. After this review, we reaffirm our 
tentative conclusion and reasoning in 
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EDR-359 (pp. 11-14). To a large 
extent, the discussion in EDR-359 an- 
swers the legal and economic com- 
ments of the opposing parties. 
Although we have decided to elimi- 
nate the requirement to file formally 
structured tariffs, we have never 
doubted the value of rate and rule in- 
formation to the shippers. We believe, 
however, that tariffs directly inhibit 
competition, and possibly the flow of 
information itself. As we stated in 
EDR-359 (p. 12), and need not recount 
here, there are sufficient economic in- 
centives to insure that information 
will continue to be distributed to the 
shippers. The experience of Federal 
Express and of the air taxi operators 
who are exempt from tariff filing has 
amply demonstrated this incentive. 
Nor do shippers in the deregulated air 
taxi market appear to have suffered in 
resolving claims or other disputes, or 
from rapid price fluctuations, as the 
comments claimed will happen here. 
For example, Federal Express, operat- 
ing without tariffs, appears to have 
had few problems in terms of custom- 
er satisfaction. Federal Express is now 
carrying almost 9 million packages per 
year, and the Board received only four 
complaints relating to rates in 1977 
and four in the first 7-months of 1978. 
The shippers arguing for retention 
of tariffs appear to prefer artifical uni- 
formity to a competitively determined 
price level, and to ask for protection 
from the Board that is opposed to the 
spirit of both deregulation laws. Their 
near unanimity in opposition, howev- 
er, cannot be decisive: We must look 
beyond the cargo shipper to the ulti- 
mate consumer, who eventually pays 
for the inefficiencies and restrictions 
created by tariffs. Further, those same 
shippers who cling tenaciously to tar- 
iffs for certificated carriers have as- 
sisted in increasing scheduled cargo 
transported by air taxis between 1970 
and 1977 from 38,661,000 pounds to 
249,478,333 pounds, equivalent to an 
average annual increase of 27 percent. 
The second major reason given for 
retaining the tariff requirement is to 
enable the Board to prevent discrimi- 
natory rates or predatory practices. 
After reviewing the comments, the 
Board agrees with those who argue 
that rate reporting would not be an ef- 
fective method of monitoring pricing 
practices in domestic cargo transporta- 
tion. We also agree with the Depart- 
ment of Justice that this rate report- 
ing is in effect a posting of prices, 
which is only a half-way step toward 
the deregulated cargo industry that 
Congress has mandated. Since these 
reports have no substantial benefit, 
and would be a burden and expense on 
those carriers having to file them, we 
are replacing them with a requirement 
that rate sheets, contracts reflecting 
special prices, and airway bills be re- 
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tained by the carrier for a period of 1 
year.' This will enable the Board to 
take action on any complaints from 
shippers, .and will provide the Board 
with the documents necessary to 
insure an effective means to monitor 
carrier pricing practices through spot 
audits. This requirement, coupled with 
the airbill retention requirements of 
existing Part 249 for section 401 carri- 
ers, will give the Board the necessary 
resources to fulfill its enforcement re- 
sponsibllities. 

One of the most important reasons 
for eliminating the tariff requirement 
in domestic cargo transportation is to 
have a preliminary test of the congres- 
sionally mandated elimination of tar- 
iffs for the passenger transportation 
industry in 1983 (sec. 1601 of the Act, 
as added by the Airline Deregulation 
Act of 1978). Domestic air freight serv- 
ice provides a means by which the 
Board and the Congress can observe 
the effects of price freedom combined 
with completely free entry. Since 
cargo comprises only about 10 percent 
of the entire air-transportation indus- 
try in revenues, it is a good testing 
ground for the rest of the industry, as 
it was following passage of Pub. L. 95- 
163 in October of 1977. 

In EDR-359 the Board mentioned, 
as did several commenters, that the 
Interstate Commerce Commission uses 
the tariffs filed with the Board’as a 
basis for exemption from its own li- 
censing and tariff requirement. The 
Board (with the knowledge of the 
staff of the Commission) will maintain 
a master list of ground points were air 
carrier delivery services can operate, 
assuring to those services protection 
from newly imposed Commission regu- 
lation. To ask for the addition of new 
points, we will permit carriers to file a 
self-canceling pickup and _ delivery 
tariff under Part 222. The Board will 
then, if the application is granted, add 
the new points to its master list. We 
intend to amend Part 222 in the future 
to reflect a final agreement with the 
Commission. 

We are also simultaneously issuing 
OR-136, delegating to the Director, 
Bureau of Pricing and Domestic Avi- 
ation, the authority to require the 
filing of pickup and delivery tariffs 
under Part 221 by carriers operating in 
domestic cargo transportation if 
needed in the public interest. 

Carriers that have effective tariff 
rules and rates on file with the Board 
will be allowed to maintain them in 
effect for 90 days from the effective- 
ness of this rule, so that they will have 
sufficient time to arrange for aiterna- 
tive methods of rate and rule publica- 
tion.? 


'Pending issuance of revised Part 249 
(EDR-365), these records may be preserved 
on either paper or nonerasable microfilm. 

?On Nov. 2, 1978, Delta Air Lines filed a 
motion for stay of the effectiveness of the 
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Several direct carriers have asked 
that, if tariffs are eliminated, prorate 
and interline agreements be filed with 
the Board. For the same reasons that 
we are eliminating tariffs, we believe 
that these agreements should not be 
filed with the Board. Carriers negoti- 
ate between themselves to arrive at 
these agreements, and certainly will be 
able to find out the terms of these 
agreements without the necessity of 
having them filed with the Board. 


DUTY TO CARRY 


The Board is also exempting carriers 
in domestic cargo transportation from 
the duty under section 404(a) of the 
Act to carry on reasonable request, for 
the reasons stated in EDR-359 (pp. 14- 
15). Many respondents opposed this 
exemption, claiming that the carriers 
would take advantage of their freedom 
from a legal duty to carry by refusing 
to transport out-sized, perishable, and 
other kinds of cargo, such as live ani- 
mals. 

This exemption, however, does not 
relieve the carriers of their service ob- 
ligations as common Carriers, and does 
not apply to a carrier’s duty to refrain 
from providing preferential treatment 
to particular companies or persons, | 
Carriers holding certificates under sec- 
tion 401 or 418 of the Act remain, by |; 
definition, common carriers. The stat- | 
utory duty to provide service upon rea- : 
sonable request is broader than the 
service obligations of a common Carri- ! 
er at common law. At common law, a 
carrier is permitted to hold itself out 
as a carrier of only a particular kind of , 
freight, and is not obligated to carry 
other types of cargo. This exemption, 
therefore, only ends the Board’s role 
in regulating the extent of the carriers 
service offerings, leaving that decision 
to carrier management in response to 
market demand. With unlimited entry 
into the air cargo industry, there is 
every reason to believe that all reason- 
able service needs will be met. Al- 


exemption from tariff filing for 90 days, so 
that the present tariff system would remain 
in effect, allowing time for carriers to estab- 
lish new shipping documents and proce- 
dures. The Board does not agree that the 
ending of the cargo tariff system has been 
sudden, or without sufficient time for the 
carriers to prepare. EDR-359 was issued 3 
months ago, and the Board clearly indicated 
there its tentative decision on this issue. 
The Board has, in any event, anticipated 
the problem that Delta raises, and has in- 
cluded a provision in the rule that allows 
carriers, at their option, to keep their tariffs 
in effect for 90 days from the effective date 
of this rule. It is not entirely clear whether 
Delta’s motion contemplates requiring all 
section 418 carriers to establish or retain 
tariffs during the 90-day period. To the 
extent that it does, the motion is denied. We 
have found no good reason why carriers 
who wish to move to a nontariff system im- 
mediatley, or in less than 90 days, should be 
restrained from doing so. 
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though it is true that some airfreight 
rates have increased since Pub. L. 95- 
163 was enacted, particularly on these 
special items, they have been more 
than matched by substantial increases 
in available all-cargo service, with 
more certainly to follow when entry is 
completely open. 

We intend to monitor closely the ac- 
tivities of the all-cargo carriers and 
the operation of the cargo market 
under this exemption for any abuses 
by the carriers. Again, as in the case of 
the exemption from the tariff filing 
requirement, the exemption from sec- 
tion 404(a) will allow the domestic 
cargo industry to be the testing 
ground for the entire industry, which 
will be statutorily ‘deregulated’ by 
terms of the Airline Deregulation Act. 


MAIL AUTHORITY 


EDR-359 proposed to exempt all- 
cargo flights within domestic cargo 
transportation from the requirement 
to file schedules with the Board under 
section 405(b) of the Act for the car- 
riage of mail, since we cannot regulate 
the points-to be served by the section 
418 carriers. The U.S. Postal Service 
(USPS) argued that it is likely that 
some section 418 carriers will not be 
willing to develop the needed cargo fa- 
cilities and equipment required by the 
USPS, and may not understand that 
their certificates to carry mail confer a 
legal obligation to do so under section 
405(d) of the Act when USPS so de- 
mands. USPS recommended that mail 
authority should be given only to 
those applicants.who asked specifical- 
ly for mail authority, and that if a car- 
rier subsequently decides not to carry 
mail, it could apply for an amendment 
to its certificate. Federal Express 
stated that the wholly permissive 
nature of the section 418 certificate 
should extend to the transportation of 
mail as well. 

We agree with Federal Express that 
the real and potential powers of USPS 
unde: section 405 of the Act are formi- 
Gable and would work against the con- 
cept of cargo deregulation. Since we 
are leaving the established mail trans- 
portation rules undisturbed for the 
combination flights of section 401 cer- 
tificated carriers, there is no risk of 
any disruption in the movement of 
mail on established scheduled services 
between specific points. Also, since 
USPS would allow section 418 carriers 
to decide not to carry mail at all, we 
see no reason to subject them to sec- 
tion 405 of the Act. Any transporta- 
tion of mail by these carriers should 
be entirely permissive. We see no 
reason to require section 418 carriers 
to go through the formality of certifi- 
cate amendments, as USPS suggests. 


RULES AND REGULATIONS 


ANTITRUST EXEMPTIONS 


Section 291.31(d) exempts all-cargo 
air carriers from disclosing certain 
stock ownership by directors, officers, 
and 5 percent-or-more shareholders 
under section 407 (b) and (c). Such an 
exemption is already part of the inter- 
im Part 291 governing “grandfather” 
418 operators. As a practical matter, 
the exemption affects only those carri- 
ers who engage solely in domestic 
cargo transportation, because other 
carriers would have to comply with 
section 407 (b) and (c) on the basis of 
their other operations. Emery Air 
Freight suggested that section 407 (b) 
and (c) disclosures should be retained 
for all carriers to monitor citizenship 
requirements and acquisitions of con- 
trol. In the Board’s judgment, citizen- 
ship requirements can be adequately 
enforced without the 407 (b) and (c) 
disclosures, and existing securities 
laws are sufficient to monitor acquisi- 
tions of control. 

Section 291.31(e) exempts carriers 
from section 408 of the Act, dealing 
with mergers and acquisitions of con- 
trol, to the extent that they are en- 
gaged in domestic cargo transporta- 
tion. Several comments argued that 
the Board should not abdicate its anti- 
trust enforcement duties to the De- 
partment of Justice. The passage of 
the Airline Deregulation Act of 1978 
(Pub. L. 95-504), however, clearly dir- 
ects the Board to move quickly toward 
a deregulated, competitive environ- 
ment. Deregulation means relinquish- 
ment not only of rate and entry con- 
trols but also, to the fullest extent 
consistent with congressional intent, 
of antitrust responsibilities. Relieving 
the domestic cargo industry of the ap- 
plication notification procedures re- 
quired by the new section 408 will 
reduce expense and delay. This ex- 
emption will also serve as a useful 
proving ground for the eventual dere- 
gulation of the entire industry as con- 
templated by the Airline Deregulation 
Act. 

In granting the exemption from sec- 
tion 408, the Board is retaining au- 
thority to examine a limited range of 
transactions involving domestic cargo 
transportation securities. Thus, the 
general section 408 exemption is sub- 
ject to the requirements of § 291.33. 
The Board is retaining this limited au- 
thority for the reasons stated in the 
discussion of § 291.33. 

Section 291.31(e) as adopted pro- 
vides that all segments of the domestic 
cargo industry can acquire and control 
other segments of that industry on an 
equal basis. Thus, domestic all-cargo 
carriers may acquire air freight for- 
warders, and air freight forwarders 
may acquire all-cargo carriers. Since 
many domestic cargo carriers are also 
engaged in other operations (for in- 


stance, foreign cargo transportation or 


passenger service), transactions involv- 
ing the securities of those carriers will 
still be subject to section 408(a), unless 
the acquiring party is engaged solely 
in domestic cargo transportation. In 
the latter case, the transaction will be 
subject to the notification require- 
ments of § 291.33. The exchange of do- 
mestic cargo transportation assets 
(such as cargo aircraft or loading 
equipment) is completely unrestricted. 
The Board intends that carriers en- 
gaged solely in domestic cargo trans- 
portation may also acquire ‘other 
common carriers” and “persons sub- 
stantially engaged in the business of 
aeronautics.” Section 291.31(e) also 
make it clear that foreign carriers, or 
persons controlling foreign carriers, 
may not acquire control of domestic 
all-cargo carriers without Board ap- 
proval. 

Section 291.31(f) exempts domestic 
cargo carriers from section 409 of the 
Act, dealing with interlocking relation- 
ships between air carrier manage- 
ments. The same commenters that op- 
posed exemption from 408 also op- 
posed exemption from 409. They 
argued that the Board should not 
abandon its antitrust enforcement 
powers, especially where those powers 
protect against conflicts of interest. 
We reject these arguments, because, in 
our judgment, general public laws are 
sufficient to protect the public inter- 
est. 

Section 291.31(f) also exempts do- 
mestic cargo carriers from section 
412(c), dealing with filing and approv- 
al of agreements affecting interstate 
and overseas air transportation. The 
Airline Deregulation Act changed sec- 
tion 412 to make filing mandatory 
only for agreements involving foreign 
air transportation. Filing, and hence 
possible approval conferring antitrust 
immunity, is made permissible by sec- 
tion 412(c) for agreements involving 
interstate and overseas air transporta- 
tion. The exemption from 412(c) will 
preclude the filing and approval of 
agreements involving domestic cargo 
transportation. In Pub. L. 95-163, Con- 
gress gave the Board broad discretion 
in the all-cargo field to decide in 
which areas it should relinquish its ju- 
risdiction. That discretion was broad- 
ened in the Deregulation Act, which 
granted authority to exempt any 
person from the Act when the exemp- 
tion is consistent with the public inter- 
est. We do not believe that it is essen- 
tial, or even advisable, to retain ap- 
proval or immunity powers over this 
portion of the industry. 

As proposed, § 291.32 would exempt 
persons from section 408(a)(5) of the 
Act, thus allowing acquisitions of all- 
cargo carriers by any person. Section 
408(a)(5) contained a restriction on 
transactions between air carriers and 
persons not connected with the trans- 
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portation industry, which was elimi- 
nated by the Deregulation Act. There- 
fore, the situation dealt with by pro- 
posed § 291.32 no longer requires a spe- 
cial rule. Section 291.32 has been re- 
vised in the final rule to clarify, in re- 
sponse to comments, that acquisitions 
of all-cargo carriers by certain persons 
still covered by section 408(a) are per- 
mitted to the same extent .as acquisi- 
tions of those persons by all-cargo car- 
riers. : 

Proposed § 291.33 approved certain 
section 409(a) relationships which 
were beyond the scope of the Board’s 
exemption powers at the time EDR- 
359.was issued. The Deregulation Act 
expanded the Board’s section 416(b) 
exemption authority to apply to any 
“person,” instead of any “air carrier.” 
Therefore, the approval granted in 
proposed § 291.33 is no longer needed. 
Proposed § 291.33 has been replaced by 
a completely new provision. 

Section 291.33 adopted here provides 
for a 45-day notification provision 
modeled after the similar provision in 
section 408(b)(3) of the Act (as recent- 
ly amended). The notification provi- 
sion applies only to the case a domes- 
tic cargo carrier merging with, acquir- 
ing control of, or having control ac- 
quired by, another air carrier with au- 
thority to transport cargo internation- 
ally. The general exemption of domes- 
tic cargo transportation activities from 
section 408(a) of the Act, contained in 
§ 291.31(e), is conditioned on compli- 
ance with the notification provision. 
The purpose of the notification provi- 
sion is to retain Board control over po- 
tentially anticompetitive effects of 
mergers and acquisitions when the 
still protected route system of the for- 
eign operating section 401 carriers is a 
central factor. Although we prefer to 
make as many transactions as possible 
in the domestic cargo area subject to 
general antitrust provisions, we see a 
need to retain the ability to take at 
least a preliminary look in the cases of 
mixed domestic and foreign systems 
covered by § 291.33. Since the deregu- 
lated domestic cargo industry is still in 
the beginning stages of development, 
we believe that we need an opportuni- 
ty to examine any unfair advantage 
that may arise out of the semi-exclu- 
sive nature of many of the important 
foreign routes. 

Section 408(f) of the Act, creating a 
presumption of control when a person 
beneficially owns 10 percent or more 
of the securities or capital of an air 
carrier, does not apply to § 291.33. The 
Board intends that ‘acquisition of 
control’’ comprehend mergers and con- 
solidations as well as purchase of secu- 
rities. 


RULES AND REGULATIONS 


SUBPART E 
REPORTING MATTERS 


The Postal Service argued that the 
reporting requirements proposed for 
Parts 241 and 291 are not sufficient 
for the development of service mail 
rates. H suggested that the Board 
adopt the additional reporting require- 
ments necessary to develop multiser- 
vice mail rates. In support of the rec- 
ommendation, the ~ Postal Service 
stated that the failure to adopt the ad- 
ditional reporting requirements would 
place the Board in the position of: (1) 
Having to develop mail rates in the ab- 
sence of adequate historical data, or 
(2) applying to section 418 carriers the 
domestic service mail rates which re- 
flect the costs of section 401 trunk car- 
riers. The first would lead to protract- 
ed evidentiary proceedings, and the 
second would cause severe equitable 
and legal problems. 

We have conciuded that postal rate 
responsibilities can be met under the 
Act without imposing a recurrent re- 
quirement to report the additional 
data. Since the Board still has the 
power to collect the needed data in 
special information requests, collec- 
tion of data on an ad hoc basis seems 
to be the least burdensome course of 
action for both the carriers and the 
Board. 


Part 241 


SERVICE SEGMENT DATA 


Three trunkline carriers commented 
on the proposed amendment of section 
19-3 of Part 241, which would relieve 
route carriers from having to file indi- 
vidual flight stage data (service seg- 
ment data) for section 418 all-cargo 
operations. American and Trans World 
favored continuing the requirement, 
while Northwest supported the 
Board’s proposal. 

American pointed out that service 
segment data have proven useful to 
the entire industry, and are valuable 
tools in determining whether all-cargo 
service is adequate in particular mar- 
kets, and whether there is potential 
support for additional service. In es- 
sence, Trans World stated that the 
practical consequences of discontinu- 
ing the requirement to report section 
418 all-cargo services in service seg- 
ment data would place carriers con- 
ducting mixed passenger-cargo service 
under section 401 at a competitive dis- 
advantage. More specifically, service 
segment data would be available for 
mixed passenger-cargo service, while 
carriers who conduct all-cargo oper- 
ations would not be placed in a posi- 
tion of having to make known their 
point-to-point data. 

We agree that service segment data 
has been a valuable tool for both the 
carriers and the Board. However, this 
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alone is not a sufficient reason for con- 
tinuing to impose the burden of re- 
porting individual flight stage data for 
all-cargo operations on those who do 
not want to provide it. Quite simply, 
the Board no longer has a regulatory 
need for these data. Also, such a mas- 
sive extension of reporting require- 
ments as would be needed to assure an 
evenness in the availability of data 
could not be justified on the grounds 
that it is needed to protect carriers 
conducting mixed passenger-cargo op- 
erations. 


SCHEDULE T-6 


Among the reporting suggestions 
made in the comments was one to 
eliminate the reporting of all-cargo 
charters in CAB Form 41 Schedule T- 
6, ‘“Report of Civil Aircraft Charters.” 
We agree that there is no longer any 
need to submit data on domestic cargo 
charter operations within the geo- 
graphic limitations specified in section 
418, and the final rule has been 
amended accordingly. 


EXPENSE DATA ON SCHEDULE T-8 


In EDR-359, the Board: proposed to 
establish a new CAB Form 41 Sched- 
ule T-8, “Report of Section 418 Oper- 
ations.””’ The schedule, attached to 
EDR-359 as appendix A, was designed 
to obtain data on operating revenues, 
traffic on revenue flights, and aircraft 
capacity operated. On the proposed 
schedule these data were to be segre- 
gated in two columns, one headed 
“Section 401 Operations’ and the 
other headed “Section 418 Oper- 
ations.” 

One direct carrier has suggested 
that the column headings be changed 
for the sake of clarity. As an alterna- 
tive, it suggested that the columns be 
headed “Combination Aircraft” and 
“Ajl-Cargo Aircraft.’”’ We are adopting 
this suggestion, in part, and will 
change the heading of the second 
column to read ‘“All-Cargo Aircraft.” 
The heading “Combination Aircraft” 
would not accurately depict the data 
which should be reported in the first 
column, since it may include all-cargo 
aircraft in international operations. 

Another suggestion was that there is 
a duplication of reporting between the 
new Schedule T-8 and the summary 
domestic all-cargo statistics reported 
on CAB Form 41 Schedule T-1(b) and 
Schedule T-1(c). The all-cargo report- 
ing on the new Schedule T-8 applies 
to all-cargo operations within the geo- 
graphic limitations set out in section 
418 of the Act, and these geographic 
limitations do not necessarily coincide 
with the domestic reporting entities of 
the carriers that will be subject to the 
reporting requirements. For example, 
statistics on Canadian transborder op- 
erations, intra-Alaskan and intra-Ha- 
waiian operations may be included on 
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Schedules T-1(b) and T-1l(c), but not 
on Schedule T-8. Thus, the reporting 
requirement is not duplicative as sug- 
gested. 

Upon review of Schedule T-8, the 
Board has decided that some expense 
data will be needed in order to sepa- 
rate all-cargo operating expenses from 
other operating expenses for the pur- 
pose of regulating passenger fare 
levels. Therefore, Schedule T-8 con- 
tains an additional line for operating 
expenses. We believe that the elimina- 
tion of CAB Form 242, as discussed 
below, will more than offset an addi- 
tional burden brought about by. §in- 
cluding the additional line item on 
Schedule T-8. 


Part 291 


Only one carrier challenged the ne- 
cessity for the proposed reporting re- 
quirements embodied in Subpart E of 
Part 291. It argued that the semiannu- 
al financial and traffic scnedules pro- 
posed were burdensome amd totally 
unnecessary to the exercise of the 
Board’s few remaining powers over do- 
mestic air freight. 

Section 205 of the Act still requires 
the Board to report to the Congress 
such information and data collected 
by the Board as may be considered of 
value in the determination of ques- 
tions connected with the development 
and regulation of civil aeronautics. 
The reporting requirements in Sub- 
part E are designed to: (a) Satisfy 
basic interests about the financial fit- 
ness of the air carriers, (b) enable gen- 
eral comparisons of the profitability of 
regulated and deregulated segments of 
the air transport industry, and (c) 
enable the Board to monitor the over- 
all size, growth and health of deregu- 
lated cargo operations. Finally, the in- 
formation received from Subpart E re- 
ports are designed to help monitor 
service levels as contemplated in sec- 
tion 418(b)(4). 

The balance sheet and statement of 
operations are basic documents peri- 
odically generated by virtually every 
business enterprise. In Subpart E, we 
have given these basic documents a 
structured format so as to allow com- 
parability, and so that we are receiving 
the same things from carriers conduct- 
ing similar operations. The structured 
formats we have prescribed are not 
complex and should not present a for- 
midable obstacle to even the smailest 
carriers. 


PaRT 242 


Seaboard expressed the view that 
the Board should not abolish report- 
ing requirements contained in Part 
242. They stated that Part 242 would 
provide the Board with valuable 
“benchmark” information on the ef- 
fects of deregulation. Seaboard sug- 
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gested, however, that it be required on 
an annual basis rather than a semian- 
nual basis. 

At the present time, the CAB Form 
242 report is being filed by only nine 
air carriers. Originally intended as a 
temporary reporting requirement in 
1965, it has continued to serve a useful 
purpose until now. We believe that 
any value the form has as a bench- 
mark can also be provided by the new 
schedule T-8 in the CAB Form 41 
report. The reporting on the new 
Schedule T-8 is also less burdensome 
than the CAB Form 242 report, which 
is composed of three different sched- 
ules and a separate certification sheet. 

We have therefore decided to elimi- 
nate the CAB Form 242 report and 
rely instead on the new T-8 schedule 
in Part 241. 


ENVIRONMENTAL AND ENERGY 
CONSIDERATIONS 


In EDR-359, we proposed two sets of 
rules. The first established guidelines 


“for the issuance of section 418 certifi- 


cates. The other changed the rules 
governing the cargo operations of sec- 
tion 401 carriers. 

With respect to the first set we ten- 
tatively concluded that the proposed 
rules constitute neither a major Feder- 
al action under the National Environ- 
mental Policy Act, 42 U.S.C. 4321 et. 
seq., (NEPA) nor a major regulatory 
action under the Energy Policy and 
Conservation Act, 42 U.S.C. 6201 et 
seq. (EPCA). We based these conclu- 
sions on the lack of discretion Con- 
gress has given us to deny applications 
of all-cargo carriers. 

Although we still have the power to 
regulate the cargo operations of sec- 
tion 401 carriers, we tentatively con- 
cluded in EDR-359 that it would not 
be in the public interest to do so. 
While the second set of proposed rules 
might be considered a major Federal 
action, we concluded that they would 
not significantly affect the operations 
of section 401 carriers. We therefore 
concluded that NEPA does not require 
the preparation of an environmental 
impact statement evaluating the impli- 
cations of this aspect of the proposed 
rules, and that EPCA does not require 
a statement of the energy impact of 
this set of rules. 

The Massachusetts Port Authority 
(Massport) has submitted comments 
that do not challenge the Board’s find- 
ing on the first set of rules. Massport 
argues, however, that the rules dealing 
with section 401 cargo operations are 
not mandated by Congress and there- 
fore constitute a major Federal action 
under NEPA and a major regulatory 
action under EPCA. It also argues that 
in attempting to foster competition 
within the aviation industry, the 
Board has failed to consider either: (a) 
The possibly adverse impacts and eco- 


nomic inefficiencies it may be foster- 
ing between transportation modes, and 
(b) the costly externalities of fuel inef- 
ficiency and noise pollution. 

Massport may be correct in its asser- 
tion that the change we have proposed 
in the rules governing the cargo oper- 
ations of section 401 carriers consti- 
tutes a major Federal action. However, 
our decision not to prepare an environ- 
mental impact statement on that por- 
tion of the proposed rules was based 
on our finding that the rules would 
not have a significant impact on the 
environment. Massport’s only | chal- 
lenge to that finding is its assertion 
that the rules may: (a) Foster adverse 
impacts and economic inefficiencies 
between transportation modes or (b) 
decrease fuel efficiency and/or create 
noise. 

Massport has not, however, provided 
any basis for concluding that the rules 
will have a significant impact on the 
environment. As we said in issuing the 
proposed rules, we expect the rules to 
have a favorable, though insignificant, 
environmental impact by encouraging 
greater operating efficiencies. While 
we believe the rules will also have a fa- 
vorable environmental impact on the 
operations of other modes of transpor- 
tation, we believe these impacts would 
be even less significant. There is cer- 
tainly no-basis for concluding that 
there will be a significant impact, 
either beneficial or adverse, in this re- 
spect. 

Similarly, we see no reason to find 
that the rules would have significant 
energy efficiency or noise pollution 
impacts. Section 401 carriers derive 
only 7 percent of their revenues from 
cargo operations. More than three 
quarters of those revenues come from 
cargo carried on planes which are also 
earrying passengers. Scheduling by 
section 401 carriers is this designed 
almost exclusively to accommodate 
the needs of passengers. The airlines 
are therefore not likely to make any 
significant changes in their scheduling 
in response to these rules. We thus 
affirm our tentative decision in EDR- 
359 that neither environmental impact 
nor energy assessment statements are 
required for the proposed rules. 


EFFECTIVENESS 


Section 418(a)(3) of the Act states 
that 1 year after the date of the enact- 
ment of Pub. L. 95-163 (November 9, 
1977), any U.S. citizen may submit an 
application to the Board for a section 
418 certificate, containing such infor- 
mation and in such form as the Board 
by regulation may_require. Since these 
rules should, therefore, be operative 
by that date, we find good cause to 
make them effective immediately. 

The Board will review the operation 
of domestic cargo transportation 
under these rules, particularly the 
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public liability insurance requirement, 
after 12 months, and ask the staff for 
any recommended changes after 18 
months. 


FEDERAL REPORTS ACT 


This rule requires applicants for sec- 
tion 418 certificates to provide the 
Board with certain information. By 
publishing this final rule, we have de- 
termined that this information is nec- 
essary and must be prepared and sub- 
mitted. Accordingly, the application 
requirements found in § 291.11 and the 
related insurance certificate filing re- 
quirements in §291.22 are adopted 
subject only to review by the General 
Accounting Office pursuant to 44 
U.S.C. 3512. These specific require- 
ments will be effective November 9, 
1978. Applicants are not precluded 
from providing this information begin- 
ning November 9, 1978. However, GAO 
will conduct its clearance review to 
ensure that a minimum burden is im- 
posed upon applicants and that the in- 
formation is otherwise consistent with 
the Federal Reports Act. We shall 
publish a notice of GAO’s decision 
when it is received. 

This rule also contains reporting and 
recordkeeping requirements in 
§§ 291.23, 291.33, and 291.42 which will 
be submitted to the General Account- 
ing Office for review under the Feder- 
al Reports Act. The effective date of 
these reporting requirements, unless 
the Board hereafter indicates other- 
wise, is December 31, 1978, which re- 
flects the inclusion of a 45-day period 
which that statute allows for such 
review (44 U.S.C. 3512(c)(2)). 

Accordingly, Part 291 of the Board’s 
Economic Regulations (14 CFR. Part 
291) is revised and reissued to read as 
follows: 


PART 291—DOMESTIC CARGO 
TRANSPORTATION 


Subpart A—General 


Sec. 
‘291.1 Applicability. 
291.2 Definitions. 


Subpart B—Ali-Cargo Air Service Certificates 


291.10 
291.11 
291.12 
291.13 
291.14 


General. 

Form and content of applications. 
Procedure on receipt of application. 
Certificate conditions. 

Amendment of certificates. 


Subpart C—General Rules for Domestic Cargo 
Transportation 


291.20 Applicability. ; 

291.21 Public disclosure of cargo liability 
insurance. 

291.22 Public liability insurance. 

291.23 Record retention. 


291.24 Waiver of Board Economic Regula- 


tions. 
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Subpart D—Exemptions for Domestic Cargo 
Transportation 


291.30 
291.31 


General. 

Exemptions from the Act. 

291.32 Mutuality of exemptions. 

291.33 Notification requirement for certain 
transactions involving section 401 certi- 
ficated carriers. | 

291.34 Duration of exemptions. 

291.35 No relief from antitrust laws. 


Subpart E—Reporting Rules 


291.40 [Reserved]. 

291.41 Financial and statistical reporting— 
general. 

291.42 Section 418 financial and statistical 
reporting. 


Subpart F—Enforcement 


291.50 Enforcement. 


AUTHORITY: (Secs. 102, 204, 407, 416 and 
418 of the Federal Aviation Act of 1958, as 
amended, 72 Stat. 743 and 758, 766; 91 Stat. 
1283, 1284, 49 U.S.C. 1302, 1324, 1377, 1386, 
and 1388; Pub. L. 95-504.) 


Subpart A—General 


§ 291.1 Applicability. 


This part applies to domestic cargo 
transportation by air carriers certifi- 
cated under sections 401 or 418 of the 
Act. It also applies to applicants for a 
certificate under section 418 of the 
Act, and to persons entering into con- 
trol relationships or consolidations 
with domestic cargo air carriers. 


§ 291.2 Definitions. 


“Act” means the Federal Aviation 
Act of 1958, as amended, 49 U.S.C. 
1301 et seq. 

“All-cargo air carrier’ or 
418 carrier’ means an air carrier hold- 
ing an all-cargo air service certificate, 
issued under section 418 of the Act, to 
provide domestic cargo transportation, 
but excluding service between any pair 
of points both of which are in Alaska 
or in Hawaii. 

“All-cargo air service’? means domes- 
tic cargo transportation, but excluding 
service between any pair of points 
both of which are in Alaska or in 
Hawaii, performed by any air carrier 
holding a certificate issued under sec- 
tion 418 of the Act. 

-“Domestic cargo transportation” 
means the carriage by aircraft of prop- 
erty as a common carrier for compen- 
sation or hire, or mail, or both, in com- 
merce between a place in any State of 
the United States, or the District of 
Columbia, or Puerto Rico, or the U.S. 
Virgin Islands, and a place in any 
other of those entities, or between 
places in the same State or other 
entity through the airspace over any 
place outside thereof, or between 
places within the District of Columbia, 
Puerto Rico, or the U.S. Virgin Is- 
lands. This includes commerce moving 
partly by aircraft and partly by other 


“section, 


53635 


forms of transportation, as well as 
commerce moving wholly by aircraft. 

“FAA” means the Federal Aviation 
Administration, U.S. Department of 
Transportation. 

“ Section 401 carrier’ means an air 
carrier certificated under section 401 
of the Act. 


Subpart B—All-Cargo Air Service 
Certificates 


§ 291.10 General. 


Within 180 days after receipt of an 
application complying with this sub- 
part from any U.S. citizen, the Board 
will issue a certificate to perform all- 
cargo air service, under section 418 of 
the Act, unless the Board finds that 
the applicant is not fit, willing, and 
able to provide such service or to 
comply with the Act or the orders and 
regulations of the Board. The 180-day 
period will not begin to run until the 
Board has received an application that 
is complete in all respects. 


§ 291.11 Form and content of applications. 


An original and six copies, typed on 
8% x 1l-inch paper, shall be filed with 
the Docket-Section, Office of the Sec- 
retary, Civil Aeronautics Board, Wash- 
ington, D.C. 20428. The application 
may be mailed or delivered to Room 
714, 1825 Connecticut Avenue NW.., 
Washington, D.C. The _ application 
shall be conspicuously titled ‘‘Section 
418 Application,’ and shall be accom- 
panied by a check or money order pay- 
able to the Civil Aeronautics Board, in 
the amount of $250. The original of 
the application shall be manually 
signed and dated by the applicant, or 
by an authorized officer, partner, 
trustee, etc., of the applicant. The ap- 
plication shall contain all of the fol- 
lowing information: 

(a) Identification of the applicant. 

(1) Name, mailing address, and tele- 
phone number of the applicant. 

(2) Type of organization of the ap- 
plicant, and State under whose law ap- 
plicant is organized, if a corporation 
partnership, trust, etc. 

(3) A statement that the applicant is 
a citizen of the United States as de- 
fined in section 101(14) of the Act. 


Note.—Section 101(14) of the Act provides 
that a “citizen of the United States” means 
“(a) an individual who is a citizen of the 
United States or one of its possessions, or 
(b) a partnership of which each member is 
such an individual, or (c) a corporation or 
association created or organized under the 
laws of the United States or of any State, 
Territory, or possession of the United 
States, of which the president and two- 
thirds or more of the board of directors and 
other managing officers thereof are such in- _ 
dividuals and in which at least 75 per 
centum of the voting interest is owned or 
controlled by persons who are citizens of 
the United States or of one of its posses- 
sions.” 
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(4) If any officers, directors, part- 
ners, trustees, shareholders, or persons 
who have the power to influence the 
management of the applicant are not 
U.S. citizens, state the names and citi- 
zenship of each such person, and de- 
scribe each such person’s interest in 
the applicant. 

(b) Applicant’s past and present op- 
erations. 

(1) The names of all directors, part- 
ners, trustees officers, and principal 
management personnel of the appli- 
cant, and indicate the positions held 
by each. 

(2) The total number of applicant’s 
employees. 

(3) A brief, narrative, chronological 
history of the ownership and oper- 
ations of the applicant and its prede- 
cessors. Identify any civil Aeronautics 
Board, State, or foreign authority 
under which the applicant has con- 
ducted or is conducting air operations. 

(4) A report on passenger and cargo 
air operations, if any, performed by 
the applicant or its predecessors over 
the past 3 years, totaled by year-end, 
showing: 

(i) Aircraft hours flown; 

(ii) Aircraft miles flown; and 

(iii) Revenue ton-miles flown. 

(5) The types of aircraft used in the 
above operations, the top 10 markets 
served, and the type of service per- 
formed. A list of aircraft owned or 
leased by the applicant, indicating 
type of aircraft, seating capacity and 
cargo capacity, and whether owned or 
leased. 

(6) Applicant’s equipment (exclusive 
of aircraft) and ground facilities 
owned or leased, including applicant’s 
main base of operations. 

(7) For the most recent 12-month 
period and, on a calendar or fiscal year 
basis, for the 2 preceding years (audit- 
ed if possible), separating out for 
transport, transport-related and non- 
transport activities: 

(i) Balance sheet; 

(ii) Profit and loss statement; and 

(iii) Cash flow statement. 

(8) All material adverse changes, if 
any, in the financial position of the 
applicant that have occurred since the 
closing date of the balance sheet sub- 


mitted in response to paragraph (a) of 


this section. 

(9) All claims in litigation over 
$5,000, and any liabilities more than 
60 days past due, on the date of the 
application. 

(10) All FAA authority held by the 
applicant, and the address and tele- 
phone number of the responsible FAA 
office. 

(da) Projected operations. 

(1) The general geographic scope, 
the aircraft type, and the revenue 
hours anticipated for the first year of 
operations. 


RULES AND REGULATIONS 


(2) Provide for the first year of oper- 
ations, ‘an illustrative profit and loss 
statement, pro-forma balance sheet (as 
at the end of the period), and cash 
flow statement. 

(3) For applicants not now providing 
air service, an organizational plan of 
the proposed company, identify the di- 
rectors, partners, trustees, officers, 
and principal management personnel, 
and briefly state the relevant qualifi- 
cations. 

(4) A detailed description of all pro- 
visions for the payment of cargo loss 
or damage claims, including insurance, 
claims reserves, etc. 

(5) A statement of whether appli- 
cant’s projected operations will re- 
quire additional authority from the 
FAA and, if so, the status of any appli- 
cation for that authority, with the 
name, address, and telephone number 
of the FAA personnel responsible for 
processing the application. 

(e) Compliance disposition. 

(1) A description of each formal or 
docketed complaint lodged against the 
applicant, any predecessor or affiliate 
thereof (or against any other trans- 
portation company over which the ap- 
plicant or any predecessor exercises or 
has ever exercised control) in the past 
5 years, regarding compliance with the 
Federal Aviation Act or the rules, reg- 
ulations, and requirements issued 
under it. The final disposition, if any, 
of each incident. 

(2) A statement of whether, within 
the past 5 years, any of the persons 
and/or companies listed in paragraph 
(a1), either as a partner, officer, di- 
rector, or stockholder, has been affili- 
ated with, controlled by, or participat- 
ed in control of any air carrier which, 
during such affiliation, was found to 
have committed knowing, willful viola- 
tions of the Act, or of any order, rule, 
or regulation issued pursuant to the 
Act. If so, list the orders. 

(3) Any action taken by the FAA 
under § 13.15 (involving civil penalties) 
§ 13.17, § 13.19, or § 13.23 of this title in 
the past 5 years, and the disposition of 
each. 

(4) An indication of whether the ap- 
plicant, any predecessor, or any of the 
persons listed in the applicant’s appli- 
cation has ever been found to have 
committed a felony, anti-trust viola- 
tion, or to have engaged in criminal or 
civil fraud. Identification of the pro- 
ceeding and provide a description, in- 
cluding current status or final disposi- 
tion. 

(f) Insurance. 

The applicant shall provide a certifi- 
cate complying with § 291.22 or state 
when its certificate will be filed with 
the Board. 

(g) Other information. 

The applicant may submit any other 
information that it believes to be rele- 
vant to the Board’s decision of wheth- 


er to issue it an all-cargo air service 
certificate. 


§ 291.12 Procedure on receipt of applica- 
tion. 


(a) Within 14 business days after the 
receipt of an application, the Board 
will notify the applicant whether its 
application is complete. If the applica- 
tion is not complete, the applicant will 
be told what information is necessary 
to complete the application. Applica- 
tions will not be processed, and the 
180-day period for issuance of a certifi- 
cate will not begin to run, until the ap- 
plication is complete. 

(ob) Promptly upon the determina- 
tion that an application is complete, 
the Board will (1) prepare a summary 
of the application and forward it to 
the FEDERAL REGISTER for publication, 
and (2) forward a copy of the applica- 
tion to the Secretary of Transporta- 
tion with a request for a safety and 
compliance report from the FAA, and 
for recommendations on the safety im- 
plications of the proposed new service. 

(c) The Board will hold the applica- 
tion for 21 days following the date of 
publication in the FEDERAL REGISTER 
for receipt of opposition from any 
member of the public. Opposition 
must be in writing, must identify the 
applicant and the docket number as- 
signed to its application, and must 
relate to the fitness, willingness, or 
ability of the applicant to provide all- 
cargo air service or to comply with the 
Act or the Board’s orders and regula- 
tions. The applicant shall be served by 
the opposing person with a copy of all 
documents submitted in opposition, at 
the same time that the documents are 
filed with the Board. The opposing 
documents shall contain proof of such 
service. The applicant shall have 14 
days after receipt to reply to any op- 
posing documents. 

(d) After the period for the receipt 
of documents has expired, the Board 
will either (1) grant or deny the appli- 
cation on the basis of the written 
record, (2) request further informa- 
tion, or (3) set any disputed material 
issues of fact for expedited hearing 
before an Administrative Law Judge. 

(e) In the case of applications that 
are opposed by any person, including 
the Secretary of Transportation, any 
further proceedings shall be governed 
by the Board’s rules of practice, Part 
302 of this title. 

(f) The Board will transmit a copy of 
each certificate to the FAA when it is 
issued. 


§ 291.13 Certificate conditions. 


(a) All-cargo air service certificates 
shall remain effective only as long as 
the holder retains its U.S. citizenship 
(as defined in section 101(14) of the 
Act) and its insurance coverage re- 
quired by § 291.22. 
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(b) All-cargo service certificates shall 
confer no right to receive subsidy, for 
the carriage of mail or otherwise. 

(c) All-cargo air service certificates 
shall confer no right to carry passen- 
gers (except cargo attendants), or to 
engage in any air transportation out- 
side the geographical scope of domes- 
tic cargo transportation. They shall 
not, however, restrict the right of the 
holder to provide scheduled, charter, 
contract, or other transportation of 
cargo, by air, within that geographical 
scope. 

(d) All-cargo air service certificates 
shall entitle the holder to carry cargo 
attendants accompanying a shipment. 

(e) Failure to file the reports re- 
quired by this part, or to comply with 
the Act or the Board’s regulations, 
shall be sufficient grounds to revoke a 
certificate. 

(f) The authority to transport U.S. 
mail under this certificate is permis- 
sive, unless the Board, by order or 
rule, directs a carrier or class of carri- 
ers to transport mail on demand of the 
U.S. Postal Service. 

(g) All-cargo air service certificates 
shall be held only by the applicant 
and shall not be transferred to any 
other person. 


§ 291.14 Amendment of certificates. 


Holders of all-cargo air service certi- 
ficates shall notify the Board of any 
changes in the identification informa- 
tion supplied on the application under 
§ 291.11(a). Notification must be re- 
ceived by the Board not later than 10 
days after the change. An original and 
six copies, typed on 8% x i1-inch 
paper, shall be filed with the Docket 
Section, Office of the Secretary, Civil 
Aeronautics Board, Washington, D.C. 
20428. The notification may be mailed 
or delivered to Room 714, 1825 Con- 
necticut Avenue NW., Washington, 
D.C. 


Subpart C—General Rules for 
Domestic Cargo Transportation 


§ 291.26 Applicability. 


These rules apply to ail domestic 
cargo transportation performed by air 
carriers certificated under sections 401 
or 418 of the Act. Section 418 carriers 
that operate passenger-only or combi- 
nation aircraft under section 401, Part 
298 of this title, or other Board au- 
thority, must comply with these rules 
in connection with all domestic cargo 
transportation, whether provided on 
all-cargo or combination aircraft, oper- 
ated pursuant to this authority or oth- 
erwise. In case a carrier may operate a 
particular flight under either a section 
401 certificate or a section 418 certifi- 
cate, the flight is presumed to be oper- 
ated under the carrier’s section 418 au- 
thority. 


RULES AND REGULATIONS 


§ 291.21 Public disclosure of cargo liabili- 
ty insurance. 


Every air carrier engaged in domes- 
tic cargo transportation shall give 
notice in writing to the shipper, when 
any shipment is accepted, of the limits 
of its cargo liability insurance, or of 
the absence of such insurance. Such 
notice shall be included clearly and 
conspicuously on all rate sheets and 
airwaybills of the carrier, and on any 
other documentation that is given to a 
shipper at the time of acceptance of 
the shipment. 


§ 291.22 


(a) Each carrier operating all-cargo 
aircraft shall maintain public liability 
insurance. Policy conditions and certif- 
icate filing requirements shall be gov- 
erned by the provisions of Subpart E 
of 14 CFR Part 298, except as provided 
in paragraph (b) of this section. 

(b)\(1) Carriers operating all-cargo 
aircraft larger than those eligible to be 
operated under 14 CFR Part 298 shall 
maintain combined bodily injury and 
property damage liability limits of at 
least $500,000 per person and $20 mil- 
lion per occurrence, with respect to 
such aircraft. 

(2) Each certificate for insurance 
covering aircraft described in para- 
graph (b)(1) of this section shall be on 
Forms 29-D and 291-F. 

(3) The liability of the insurer shall 
apply to the operation, maintenance, 
or use of all-cargo aircraft by the in- 
sured operator in “domestic cargo 
transportation.” 


Public liability insurance. 


§ 291.23 Record retention. 


(a) The provisions of 14 CFR Part 
249, Preservation of air carrier ac- 
counts, records and memoranda, shall 
apply to all carriers, except that rec- 
ords pertaining to transportation pro- 
vided on aircraft eligible to be operat- 
ed under Part 298 of this title, and rec- 
ords concerning transportation outside 
the geographic scope of domestic 
cargo transportation, need not be 
maintained unless required by other 
Board regulations. 

(b) Each carrier shall retain for 1 
year a copy of each rate sheet, airway- 
bill contract, and other document re- 
flecting changed, new, or other previ- 
ously unreported general or special 
prices or rules governing the carriage 
of freight in domestic cargo transpor- 
tation (except mail), unless the trans- 
portation was performed in accord- 
ance with an effective tariff on file 
with the Board. Each carrier shall 
retain for 1 year a copy of any formula 
based on standard weight, mileage, or 
other method used to determine an in- 
dividual airbill or contract. 
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§ 291.24 Waiver of Board Economic Regu- 
lations. 

Except for this part and those parts 
of the Board’s Economic Regulations 
(Part 200 through 299 of this title) 
specifically referred to in this part, 
carriers providing domestic cargo 
transportation are, with respect to 
that transportation, relieved from all 
obligations imposed on air carriers by 
those economic regulations. Flights 
operated entirely within domestic 
cargo transportation shall be free 
from those obligations, even though 
they may also carry shipments to or 
from points outside that geographic 
area. This waiver shall not apply to 
the requirements of Part 239 of this 
title. : 


Subpart D—Exemptions for Domestic 
Cargo Transportation 


§ 291.30 General. 


The following exemptions, except as 
otherwise specifically noted, apply 
only to domestic cargo transportation. 
They do not relieve a carrier from ob- 
ligations derived from other transpor- 
tation. 


§ 291.31 Exemptions from the Act. 


Each direct air carrier providing do- 
mestic cargo transportation is, with re- 
spect ‘to such transportation, exempt- 
ed from the following sections or sub- 
sections of the Act: 

(a) Section 403, with the following 
exceptions: ‘ 

(1) Air transportation of property 
within the States of Alaska or Hawaii; 
and 

(2) To the extent necessary, as pro- 
vided in Part 222 of this title, tariffs 
for pickup and delivery services not 
otherwise provided for in domestic 
cargo transportation. 


Note.—Tariffs aiready on file with the 
Board may remain in effect for not longer 
than 90 days after the effective date of this 
rule. 


(b) Subsection 404({a), except for air 
transportation of property within the 
States of Alaska or Hawaii, and (for all 
domestic cargo transportation) except 
the requirement to provide safe and 
adequate service, equipment, and fa- 
cilities in connection with thai trans- 
portation. 

(c) Section 405 for all-cargo oper- 
ations under section 418. 

(d) Subsections 407(b) and 407(c). 

(e) Subsections 408(a), except for 
subsection 408(a)(4), subject to the no- 
tification requirements of section 
291.33. 

(f) Sections 409 and-412(c). 


§ 291.32 Mutuality of exemptions. 


Indirect air carriers, to the extent 
they are engaged in domestic cargo 
transportation, common carriers that 
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are not air carriers, and persons sub- 
stantially engaged in the business of 
aeronautics other than as air carriers, 
are exempted from subsection 408(a) 
of the Act with respect to domestic 
cargo transportation assets and with 
respect to securities of carriers en- 
gaged solely in domestic cargo trans- 
portation. 


§ 291.33 Notification requirement for cer- 
tain transactions involving section 401 
certificated carriers. 


(a) The exemption in § 291.31(e) is 
subject to the following condition: 

Notice of any transaction resulting 
in the acquisition or control of a sec- 
tion 418 carrier by a section 401 certi- 
ficated carrier having authority to 
transport cargo in foreign air trans- 
portation, or of any transaction result- 
ing in the acquisition or control of a 
section 401 certificated carrier having 
such authority by a section 418 carri- 
er, shall be filed with the Board not 
later than 45 days before the effective 
date of such transaction. The Board 
may invoke any of the powers and pro- 
cedures described in section 408(b)(3) 
of the Act within 45 days after notice 
is filed. : 

(b) For the purposes of this section, 
the “presumption of control’ provi- 
sions in section 408(f) of the Act shall 
not be applicable. 


§ 291.34 Duration of exemptions. 


The exemptions granted in §§ 291.31 
through 291.33 shall continue in effect 
until the Board finds that the exemp- 
tion is no longer in the public interest. 


§ 291.35 No relief from antitrust laws. 


The exemptions granted in §§ 291.31 
through 291.33 do not constitute 
orders, within the meaning of section 
414 of the Act, and confer no immuni- 
ty or relief from the “antitrust” laws 
or any other statute except the Act. 
These exemptions do not relieve any 
person from the preacquisition notifi- 
cation requirements of the Clayton 
Act, 15 U.S.C. 18a, which apply to cer- 
tain transactions involving firms with 
annual sales or assets of $10 million or 
more. 


Subpart E—Reporting Rules 
§ 291.40 [Reserved] 


§ 291.41 Financial and statistical report- 
ing—general. 


(a) Carriers providing domestic cargo 
transportation that also conduct other 
operations under section 401 shall 
comply with the provisions of Part 241 
of this title. 

(ob) Carriers providing domestic 
cargo transportation under section 418 
certificates shall comply with § 291.42. 

(c) Carriers providing domestic cargo 
transportation under section 418, and 
also providing other services under 


RULES AND REGULATIONS 


Part 298 of this title, shall report their 
domestic cargo transportation oper- 
ations in accordance with § 291.42, and 
shall report all other traffic in accord- 
ance with the provisions of Subpart F 
of Part 298. 


§ 291.42 Section 418 financial and statisti- 
cal reporting. 


(a) General instructions and certifi- 
cation. 

(1) Carriers holding section 418 cer- 
tificates shall file a Balance Sheet, 
Schedule 291-A, a Statement of Oper- 
ations, Schedule 291-B, and a Sum- 
mary of Traffic and Capacity Statis- 
tics, Schedule 291-C. These schedules 
will not be required from carriers who 
are subject to Part 241 of the Econom- 
ic Regulations. 

(2) Schedules required by this sec- 
tion shall be filed with the Civil Aero- 
nautics Board semiannually on August 
10 and February 10. 

(3) All reports shall be addressed as 
follows: Bureau of Accounts and Sta- 
tistics, Reports Control and Adminis- 
tration Division, B-46, Civil Aeronau- 
tics Board, Washington, D.C. 20428. 

(4) The carrier’s chief accounting of- 
ficer shall sign the certification state- 
ment which appears at the bottom of 
the Balance Sheet and which relates 
to the information presented on the 
Balance Sheet, the Statement of Oper- 
ations, and the Summary of Traffic 
and Capacity Statistics. 

(b) Balance Sheet. 

(1) This schedule shall reflect ac- 
count balances at the close of business 
on the last day of each semiannual 
period for the corporate entity of each 
reporting carrier. 

(2) “Current Assets’’ shall be com- 
prised of all resources which may rea- 
sonably be expected to be realized in 
cash or sold or consumed within 1 
year. This classification shall include 
cash, notes and accounts receivable, 
temporary cash investments, materials 
and supplies, and short-term prepay- 
ments. 

(3) “Property and Equipment” shall 
be segregated into that which is owned 
and that which is leased under capital 
leases. All property and equipment, 
with the exception of land, shall be re- 
ported net of accumulated depreci- 
ation or amortization. 

(4) “Other Assets” shall include all 
assets not included in the above cate- 
gories, such as long-term investments, 
long-term prepayments, long-term re- 
ceivables, deferred charges, and intan- 
gible assets. 

(5) “Current Liabilities” shall be 
comprised of all obligations, the liqui- 
dation of which is reasonably expected 
to require the use of existing resources 
within 1 year. This classification shall 
include notes and accounts payable, 
accrued taxes and other debts, ad- 


vances received, and current maturi- 
ties of long-term debt. 

(6) “Long-Term Debt” shall include 
all obligations which are not reason- 
ably expected to be liquidated within 1 
year. Typical examples include bonds 
payable, long-term notes payable, 
lease obligations, and pension obliga- 
tions. 

(7) “Other Liabilities” shall include 
any debts or obligations which are not 
properly listed in the ‘‘Current Liabil- 
ities’ or ‘‘Long-Term Debt” sections. 

(8) “Deferred Credits” shall include 
all credit balances of a general clear- 
ing nature, including credits held in 
suspense pending receipt of further in- 
formation necessary for final disposi- 
tion. 

(9) “Stockhdlder’s Equity” shall be 
reported as follows: 

(i) “Capital Stock” shall be segre- 
gated as between common and pre- 
ferred. The number of shares out- 
standing, along with the par or stated 
value of the stock, shall be reported. 
In the case of no-par stock without 
stated value, the full consideration re- 
ceived shall be reported 

(ii) “Other Paid-In Capital” shall in- 
clude the difference between the price 
at which the capital stock is sold and 
the par or stated value of the stock. 

(ifi) ‘Retained Earnings” shall repre- 
sent the net income or loss from all 
operations of the corporate entity less 
dividends, 

(iv) “Treasury Stock” shall repre-. 
sent the cost of stock issued by the 
carrier and reacquired by it but not re- 
tired or canceled. 

(10) The statement of certification 
shall be signed by the carrier’s chief 
accounting officer as provided in para- 
graph (a)(4). 

(c) Statement of Operations. 

(1) This schedule shall be filed semi- 
annually by each reporting carrier and 
shall reflect the results of the carrier’s 
corporate operations. ‘ 

(2) “Operating Revenue” shall be 
categorized as follows: 

(i) “Transport Revenues” shall in- 
clude the revenues generated by the 
performance of air transportation 
services. This category shall be subdi- 
vided as follows: 

(A) “Scheduled Service” shall in- 
clude all transport revenues derived 
from operations between pairs of 
points which are served on a regularly 
scheduled basis. Transport revenues 
received from scheduled service oper- 
ations shall be categorized as follows: 

(1) Property; 

(2) Mail; and 

(3) Other. Revenues generated by 
the transportation of passengers shall . 
be included in this category. 

(B) ““Nonscheduled Service” shall in- 
clude all transport revenues derived 
from operations between pairs of 
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‘points which are not served on a regu- 
larly scheduled basis. 

(ii) “Transport-Related Revenues” 
shall include moneys received for pro- 
viding air transportation facilities as- 
sociated with the performance of serv- 
ices which flow from.and are inciden- 
tal to air transportation services per- 
formed by the air carrier. For exam- 
ple, this category would include cargo 
pickup and delivery charges, the prep- 
aration of extra documents, storage 
beyond the free period, and the provi- 
sion of in-flight services. 

(3) “Operating Expenses’ shall be 
segregated as follows: 

(i) “Fiying Operations” shall include 
expenses incurred directly in the in- 
flight operation of aircraft and ex- 
penses attaching to the holding of air- 
craft and aircraft operational person- 
nel in readiness for assignment to an 
in-flight status. 

(ii) “Maintenance” shall include all 
expenses which are specifically identi- 
fiable with the repair and upkeep of 
property and equipment used in the 
performance of air transportation. 

(iii) “General and Administrative” 


shall include that portion of all ex-. 


penses of a general corporate nature 
and all other expenses not provided 
for elsewhere which are related to air 
transport operations either directly or 
indirectly. 

(iv) “Depreciation and Amortiza- 
tion” shall include all depreciation and 


amortization expenses applicable to- 


property and equipment used in pro- 
viding air transportation — services. 
These expenses shall be segregated be- 
tween those applicable to owned prop- 
erty and equipment and those applica- 
ble to property and equipment which 
is leased. 

(4) “Operating Profit (Loss)” shall 
be computed by subtracting the total 
operating expenses from the total op- 
erating revenues. 

(5) ““Nonoperating Income and Ex- 
pense” shall include all revenues and 
expenses resulting from commercial 
ventures which are not inherently re- 
lated to the performance of air trans- 
port services. For example, the rev- 
enues and expenses related to operat- 
ing a hotel or motel would be reported 
under this category. This category 
shall also include the total interest ex- 
pense incurred from ail sources and be 
subdivided as follows: 

(i) Interest Expense. 

(ii) Other Nonoperating (Net). 

(6) “Income Tax” shall reflect the 
semiannual provision for accruals of 
Federal, State, local, and foreign taxes 
based upon taxable income, and com- 
puted at the normal and surtax rates 
in effect during the current account- 
ing year. 

(7) “Discontinued Operations, Ex- 
traordinary Items or Accounting 
Changes” shall reflect any earnings or 
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losses from discontinued operations, 
the net of the tax amount of extraor- 
dinary items, and the cumulative 
effect of any changes-in accounting 
principles. 

(d) Summary of Traffic and Capac- 
ity Statistics. 

(1) Each reporting carrier shall file 
this schedule semiannually. 

(2) “Traffic on Revenue Flights” 
shall be reported in the following cate- 
gories: 

ii) “Revenue ton-miles” shall reflect 
the total revenue ton-miles in all-cargo 
service for semiannual period. 
Revenue ton-miles are computed by 
multiplying the aircraft miles flown 
on each flight stage by the number of 
tons of revenue traffic transported on 
that stage. Revenue ton-miles shall be 
reported based on the following cate- 
gories: 

(A) Scheduled Service. This statistic 
will be brcken down between revenue 
ton-miles applicable to property and 
those applicable to mail. 

(B) Nonscheduled Service. 

(ii) ‘‘Nonrevenue ton-miles” shall re- 
flect the total nonrevenue ton-miles in 
all-cargo service for the semiannual 
period. Nonrevenue ton-miles are com- 
puted by multiplying the aircraft 
miles flown on each flight stage by the 


the 


‘number of tons of nonrevenue traffic 


transported on that stage. 

(iii) ‘““Revenue tons enplaned” shall 
reflect the total revenue tons of cargo 
loaded on aircraft during the semian- 
nual period. 

(3) “Aircraft capacity operated” 
shall be reported in the following cate- 
gories: 

(i) “Available ton-miles” shall reflect 
the total revenue ton-miles available 
for all-cargo service during the semi- 
annual period. Availabie ton-miles are 
computed by multiplying the aircraft 
miles flown on each flight stage by the 
number of tons of aircraft capacity 
available for use on that stage. Availa- 
ble ton-miles shall be reported based 
on the ton-miles available for sched- 
uled service and those available for 
nonscheduled service. 

(ii) “Revenue aircraft miles flown” 
shall reflect the number of aircraft 
miles flown in revenue cargo service 
during the semiannual period. 

(iii) ‘“‘Nonrevenue§ aircraft miles 
flown” shall reflect the number of air- 
craft miles flown in nonrevenue cargo 
service during the semiannual period. 

(iv) ‘Revenue aircraft departures 
performed” shall reflect the total 
number of takeoffs performed in reve- 
nue cargo service during the semian- 
nual period. 

(v) “Nonrevenue aircraft departures 
performed” shall reflect the total 
number of takeoffs performed in non- 
revenue cargo service during the semi- 
annual period. 
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(vi) ‘‘Revenue aircraft hours (air- 
borne)” shall reflect the aircraft hours 
of flight (from takeoff to landing) per- 
formed in revenue cargo service. 

(vii) “Nonrevenue aircraft hours 
(airborne) shall reflect the aircraft 
hours of flight (from takeoff to land- 
ing) performed in nonrevenue cargo 
service. 


Subpart F—Enforcement 


§ 291.50 


In case of any violation of any of the 
provisions of the Act, or this part, or 
any other rule, regulation, or order 
issued under the Act, the violator may 
be subject to a proceeding pursuant to 
section 1002 and 1007 of the Act 
before the Board or a U.S. District 
Court, as the case may be, to compel 
compliance therewith; or to civil pen- 
alties pursuant to the provisions of 
section 901(a) of the Act; or, in the 
case of a willful violation, to criminal 
penalties pursuant to the provisions of 
section- 902(a) of the Act; or other 
lawful sanctions including suspension 
or revocation of operating authority. 


Enforcement. 


By the Civil Aeronautics Board: 


PHYLLIS T. KAYLOR, 
Secretary. 


COMMENTS ON AIRLINE CARGO 
DEREGULATION—DOCKET 33093 


CARRIERS ‘ 


Alaska International Air, Inc. 

Trans Continental Airlines 

CF Air Freight, Inc. 

Allegheny Airlines, Inc. 

American Airlines, Inc. 

Catibbean Air Services, Inc. 

Central American Air Taxi, Inc. 

Delta Air Lines, Inc. 

Emery Air Freight Corp. 

Federal Express Corp. 

Frontier Airlines 

Midwest Air Charter, Inc. 

Northwest Orient 

Pan American World Airways, Inc. 

Seaboard World Airlines, Inc. 

Trans International Airlines, Inc. 

Trans World Airlines, Inc. 

United Air Lines, Inc. 

Great Western Airlines, Inc. and Sedalia- 
Marshall-Boonville Stage Line, Inc. 

Commuter Airlines Association of America 

Imperial Air Freight Service, Inc. 

DHL Corp. and DHL Airways, Inc. 

The Flying Tiger Line, Inc. 


SHIPPERS 


American Standard, Inc. 

Oxford Chemicals 

Travenol Laboratories, Inc. 

Sperry New Holland Division of Sperry 
Rand Corp. 

Geo. A. Horme! & Co. 

C. L. Frost & Son, Inc. 

Robertshaw Controls Co. 

The Budd Co. 

Actran 

General Mills, Inc. 

Eastman Kodak Co. 

Motorola Semiconductor Group 

Oscar Mayer & Co. 

Westinghouse Electric Corp. 
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US. Postal Service 

Deere & Co. 

Phillips Petroleum Co. 

West Bend Co. 

Minnesota Mining & Manufacturing Co. 

Ethy! Corp. 

Continental] Freight Data Systems, Inc. 

Harnischfeger Corp. 

Computax, Inc. 

Castle & Cooke Foods 

H. Goodman & Sons, Inc. 

Twin Disc, Inc. 

Arthur G. McKee & Co. 

W.R. Morgan 

Pacific Resins & Chemicals, Inc. 

Capwell’s 

Robert L. Garrett 

C. F. Braun & Co. 

Wright Line 

Owens-Illinois 

Blue Anchor, Inc. 

Varo, Inc. 

Spiegel, Inc. : 

Missouri Portland Cement Co. 

Hiram Walker & Sons, Inc. 

Western Electric 

RCA 

Swank, Inc. 

Aldens, Inc. 

Volvo of America Corp. 

Westinghouse Electric Corp. (Industrial & 
Government Tube Division) 

Anderson IBEC (Division of International 
Basic Economy Corp.) 

Rockwell International 
sion) 

Warnaco, Inc. 

‘zeorgia-Pacific Corp. 

Firestone Tire and Rubber Co. 

Diamond Fruit Growers, Inc. 

FMC Corp. 

Capitol Records, Inc. 

CBS Records 

Armour-Dial, Inc. 

Shaklee Corp. 

Levy’s 

Digital 

Rhodia, Inc. 

Joy Manufacturing Company 

Trent Carpet/Roxbury Carpet (Divisions of 
WWG Industries, Inc.) 

Dow Chemical U.S.A. 

Montgomery Ward 

ITT Grinnell) Corp. 

Certron Corp. 

McCormick & Co., Inc. 

Reichhold Chemicals, Inc. 

Pio-Dynamics/bme 

Nekoosa Papers, Inc. 

Goodman-Reichwald-Dodge, Inc. 

General Mills Chemicals, Inc. 

Thatcher Glass Manufacturing Co. 

‘Lockheed-Georgia Co. 

Wiebold Stores, Inc. 

Broyhill Industries 

Rexnord, Inc. 


(Saberliner Divi- 
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Marathon Battery Co. 

Michelin Tire, Corp. 

Horbart Brothers Co. 

A & E Plasti-Line 

Kohler Co. 

Searle Laboratories 

Omark Industries 

Allis-Chalmers 

International Foodserviee/Los Angeles, Inc. 

W. D. Allen Manufacturing Co. 

Yellow Springs Instrument Co., Inc. 

Red Devil 

American Valve Manufacturing Corp. 

Federal Pacific Electric Co. 

Micro Switch (Division of Honeywell) 

Union Underwear Co., Int. 

ITT Publishing 

Jones & Laughlin Steel Corp. 

Reynoids Aluminum 

GAF Corp. 

Ray-O-Vac Division, ESB, Inc. 

Sarco Co. Inc. 

Raytheon Data Systems Co. 

AVCO 

Whirlpool! Corp. 

Mohasco Corp. : 

National Lock Hardware 

Day and Zimmermann, Inc. 

Marion Power Shovel Division Dresser In- 
dustries, Inc. 

J. L. Clark Manufacturing Co. 

Brown & Williamson Tobacco Corp. 

World Color Press 

Fairchild Publications 

Lincoln St. Louis 

Oster Corp. 

Engineering Sinterings and Plastics, Inc. 

Erico Products, Inc. 

Flintkote Co. 

Kimberly-Clark Corp. 

Lennox Industries, Inc. 

Colonial Sugars Co., Borden, Inc. 

Brunswick Corp. 

GenRad, Inc. 

Amerada Hess Corp. 

Dixie Yarns, Inc. 

Bath Iron Works, Corp. 

Weirton Stee! Division of National Steel] Co. 

Central Steel & Wire Co. 

Oil-Dri Corp. 

Cannon Mills Co. 

ICI Americas, Inc. 

Westinghouse Electric Corp. Powers Gen- 
eration Group 

Nordson Corp. 

Brown & Haley 

Cutter Laboratories, Inc. 

Scott Graphics 

Hewlett Packard Co. 

Eagle Rubber Co., Ine. 

Air Products and Chemicals, Inc. 

Rockford Products Corp. 

Mack Trucks, Inc. 

Chevrolet Motor Division (General Motors 
Corp.) 

Hedstrom Co. 


Milliken & Co. 

Buffalo Forge Co. 

Clairol, Ine. 

Ely & Walker 

Hyland 

Ball Seed Co. 

Zellerback Paper Co. 
Marathon LeTourneau Co. 
AMP, Inc. 

Louisville Cement Co. 
Cascade Corp. 

M. Lowenstein & Sons, Inc. 
Corning Glass Works 
Phelps Dodge Corp. 

Strouss 

Eaton Corp. 

Jacobson Stores, Inc. 
Monadnock Paper Mills, Inc. 
Harry and David 

Abbott Laboratories 
DeSoto, Inc. 

Ross Industries 

Milwaukee Boston Store Co. 
GTE Sylvania, Inc. 
Continental] Diversified Industries 
Martin Marietta Aluminum, Inc. 
Champion Products, Inc. 
General] Motors Corp. 

ILC Dover 

U.S. Department of Defense 
CIBA-GEIGY Corp. 
Freightliner Corp. 
Grumman Aerospace Corp. 
NCR Corp. 

Pioneer Electronics of America 


Air Freight 
America 

Traffic Service Bureau, Inc. 

Pacific Northwest Traffic League 

Interstate Commerce Commission 

Wisconsin Paper & Pulp Manufacturers’ 
Traffic Association 

Air Freight Motor carriers Conference, Inc. 

COSTHA (Council for Safe transportation 
of Hazardous Articles) 

U.S. Department of Justice 

Eastern Industrial Traffic League, Inc. 

Lincoln Chamber of Commerce 

National Industrial Traffic League 

Our Animal Wards 

Shippers National Freight Claim Council, 
Inc. 

Society of American Florists 

National Small Shipments Traffic Confer- 
ence, Inc. and Drug and Toilet Prepara- 
tion Traffic Conference, Inc. 

Massachusetts Port Authority 

Logistical Management Consultants, Inc. 
and Greater Portland Shippers Confer- 
ence, Inc. 


Forwarders Association of 
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APPENDIX B 





REPORT OF SECTION 418 OPERATIONS 





Air Carrier 


Operations 





Six—Months Ended 


Section 401 
Operations 


All Cargo 
Aircraft (418) 





Operating Revenue and Expenses 





Transport Revenues 





Scheduled Service 





Property 





Mail 





Other 





Nonscheduled Service 








Transport—Related Revenues 


Operating Expenses 








Traffic on Revenue Flights 





Revenue Ton—miles 





Scheduled Service: 
Property 





Mail 





Nonscheduled Service 





Nonrevenue Ton—Miles 








Revenue Tons Enplaned 





Aircraft Capacity Operated 





Aircraft Ton—miles: 
Scheduled Service 





Nonscheduled Service 





Aircraft Miles Flown: 
Revenue 





Nonrevenue 





Aircraft Departures Performed: 
Revenue 





Nonrevenue 





Aircraft Hours (Airborne) 
Revenue 





Nonrevenue 

















Schuduie T-8 


CAB Form 41 
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APPFNDIX C 





BALANCE SHEET 


Carrier 





As at 











Current assets: 
Cash 





Notes and accounts receivable—net 





Other current assets 





Total current assets 





Property and equipment: 
Owned property and equipment 





Less accumulated depreciation 





Property and equipment obtained under capital leases 





Less accumulated amortization 





Total property and equipment 





Other assets 





Total assets 








. LIABILITIES AND STOCKHOLDERS’ EQUITY 





Current liabilities: 
Notes and accounts payable 





Accrued taxes 





Other current liabilities 





Total current abilities 





Long—term debt 





Other liabilities 





Deferred credits 





Stockholders’ equity: 
Capital stock 


Preferred shares outstanding 











Common shares outstanding 





Other paid—in capital 





Retained earnings 





Total stockholders’ equity 





Less: Treasury stock 





Net stockholders’ equity 





Total liabilities and stockholders’ equity 











1, the undersigned, (Title) of the above—named air carrier certify that the above report 
and the attached Statement of Operations and Summary of Traffic and Capacity Statistics have been examined by me and to the best of 
my knowledge and belief are true, correct and complete reporis for the period stated. 








Date , Signature: 
Name (Please Type or Print): 
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APPENDIX D 





STATEMENT OF OFERATIONS 


Carrier 
Six Months Ended 











Operating Revenue 
Transport Revenues 


Scheduled Service 
Property 
Mail 
Other 


Nonscheduled Service 


Transport Related Revenues 


Total Operating Revenue 


Operating Expense 
Flying Operations 
Maintenance 
General and Administrative 
Depreciation and Amortization 
Owned Property and Equipment 
Leased Property and Equipment 


Total Operating Expense 


Operating Profit (Loss) 


Non operating Inc ane and Expense: 
Interest Expense 
Other Nonoperating (Net) 


Income Tax 


Discontinued operations, extraordinary items 
or Accounting changes 


Net Income (Loss) 
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APPENDIX E 





SUMMARY OF TRAFFIC AND CAPACITY STATISTICS 


Carrier 
Six Months Ended 











Traffic on Revenue Flights 





Revenue Ton-miles 
Scheduled Service: 
Property 
Mail 








Nonscheduled Service 





Nonrevenue Ton-miles 





Revenue Tons Enplaned 





Aircraft Capacity Operated 





Available Ton-miles: 
Sckeduled Service 
Nonscheduled Service 








Aircraft Miles Flown: 
Revenue 
Nonrevenue 








Aircraft Departures Performed: 


Revenue 
Nonrevenue 








Aircraft Hours (Airborne): 
Revenue 
Nonrevente 
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APPENDIX F 
Page 1 of 2 





NOTE: THIS FORM IS TO BE COMPLETED BY AN OFFICER OR AUTHORIZED REPRESENTATIVE OF THE INSURANCE COMPANY 








CAB Form 791-D ; 
(12-78) CERTIFICATE OF INSURANCE 


ALL-—CARGO AIR CARRIER POLICIES OF INSURANCE FOR AIRCRAFT BODILY INJURY 
AND PROPERTY DAMAGE LIABILITY 


THIS CERTIFIES THAT: 





___(Insurer) 
(Name and address of Insurer) 


has issued a policy or policies of Aircraft Liability Insurance to 





(Name and 





address of Insured All-Cargo Air Carrier) 


(Named Insured) 








effective from until ten (10) days after written notice from the Insurer 
of the intent to terminate coverage is received by the Civil Aeronautics Board. 


The Insurer (check one): 
is licensed to issue aircraft insurance policies; or 


[} is an approved surplus line insurer; in the State(s) of 








The Insurer assumes, under the policy or policies listed below, aircraft liability insured to mininums at 
least equal to the following during operation, maintenance or use of all-cargo aircraft in ‘‘domestic cargo 
transportation’’ as that term is defined in 14 CFR 291.2: 


Minimum Limit 
Policy No. Type of Liability Each person 





Each occurrence 








Combined Bodily Injury and Property Damage $500,000 $20,000,000 
Liability Excluding Passengers 
(Other than cargo attendants) 


The policy or policies listed in this certificate insure (check one): 


C] Operations conducted with the following types of aircraft: 


| Operations conducted with the following aircraft: 


FAA Manufacturer's FAA Manufacturer's 
Registration Type Registration Type 


ype 
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APPENDIX F 
Page 2 of 2 








Each policy listed in this certificate has been amended by attachment of a Standard Endorsement Form 
(CAB Form 291-E) and does not cover operations except between a place in any State of the United States, or 
the District of Columbia, or Puerto Rico, or the U. S. Virgin Islands, and a place in any other of those entities, 
or between places in the same State or other entity through the airspace over any place outside thereof, or 
between places within the District of Columbia, Puerto Rico or the U.S. Virgin Islands. 





(Name of Insurer) 





(Name of Broker, if applicable) 





(Address of Broker) 








(Officer, or authorized representative 
of insurer or broker) 
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STANDARD ENDORSEMENT 


ALL-CARGO AIR CARRIER POLICIES OF INSURANCE 
FOR AIRCRAFT BODILY INJURY AND PROPERTY 
DAMAGE LIABILITY 


The policy to which this endorsement is 
attached is hereby amended to assure com- 
pliance by the Named Insured, an all-cargo 
air carrier providing services in domestic 
cargo transportation, with the provisions of 
Part 291 of the Economic Regulations of 
the Civil Aeronautices Board. 

1. In consideration of the premium stated 
in the policy to which this endorsement is 
attached, the Insurer hereby agrees to pay, 
within the limits of liability for coverages 
specified in the policy, all sums which the 
Named Insured shall become legally obligat- 
ed to pay as damages for bodily injury to or 
death of persons or for loss of or damage to 
property of others, resulting from the 
Named Insured’s negligent operation, main- 
tenance, or use of all-cargo aircraft in ‘‘do- 
mestic cargo transportation” as that term is 
defined in 14 CFR 291.2. The liability of the 
Insurer is not contingent upon the solvency 
or freedom from bankruptcy of the Named 
Insured. 

2. The Insurer also agrees that the at- 
tached policy shall remain in force, and 
cannot be replaced, cancelled, withdrawn, or 
modified to exclude any aircraft or to 
reduce the extent of liability coverage, by 
the Insurer or the Insured, nor expire by its 
own terms, until ten (10) days after written 
notice by the Insurer (by the retiring Insur- 
er, in the event of replacement) describing 
the change is received by the Board’s 
Bureau of Pricing and Domestic Aviation, 
Washington, D.C. 20428. In addition, with 
respect to expiration by the policy’s own 
terms, the Insurer agrees that to be effec- 
tive the notice to the Board of nonrenewal 
must be received not more than 30 days 
before the expiration date. 

3. The Insurer further agrees that, within 
the limits of liability for coverages specified 
im the policy, no term, condition, limitation, 
stipulation or other provision contained in 
the policy or any endorsement attached 
thereto or any violation thereof by the 
Named Insured, except the EXCLUSIONS 
contained in this endorsement shall relieve 
the Insurer of liability with respect to such 
bodily injury or property damage. In this 
connection, the Insurer expressly agrees 
that no viclation by the Named Insured of 
any safety or economic rule, regulation, 
order, or other legally imposed requirement 
of the Federal Aviation Administration or 
the Civil Aeronautics Board, and no special 
waiver issued by the Federal Aviation Ad- 
ministration or the Civil Aeronautics Board, 
shall affect the insurance afforded under 
this policy. 

4, The Insurer further agrees that, while 
an aircraft owned by the Named Insured 
and declared in this policy, is withdrawn 
from normal use because of its breakdown, 
repair, servicing, loss or destruction, such in- 
surance as is afforded by this policy with re- 
spect to such aircraft applies also with re- 
spect to another aircraft of similar type, 
horse-power, and payload capacity, whether 
or not owned by the Insyred, while tempo- 
rarily used as the substitute for such air- 
craft. (Applicable only if ‘aircraft are listed 
in policy by FAA registration number). 

5. The exclusions of the policy to which 
this endorsement is attached are deleted 
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and are replaced by the following exclu- 
sions: 

“Exclusions, unless otherwise provided in 
the policy of insurance, the liability insur- 
ance afforded under this policy shall not 
apply to: 

“(a) Any loss against which the Named In- 
sured has other valid and collectible insur- 
ance, except that the limits of liability pro- 
vided under this policy shall be excess of 
the limits provided by such other valid and 
coliectible insurance up to the limits certi- 
fied in a certificate of insurance, but in no 
event exceeding the limits of liability ex- 
pressed elsewhere in this policy; 

“(b) Liability assumed by the Named In- 
sured under any contract or agreement, 
unless such liability would have attached to 
the Insured even in the absence of such con- 
tract or agreement; 

“(c) Bodily injury, sickness, disease, 
mental anguish or death of any employee of 
the Named Insured while engaged in the 
duties of his employment, or any obligation 
for which the Named Insured or any compa- 
ny as his Insurer may be held liable under 
any workmen’s compensation or occupation- 
al disease law; 

“(d) Loss of or damage to property owned, 
rented, occupied or used by, or in the care, 
custody or control of the Named Insured, or 
carried in or on any aircraft with respect to 
which the insurance afforded by this policy 
applies; 

“(e) Personal injuries or death, or damage 
to or destruction of property, caused direct- 
ly or indirectly, by hostile or warlike action, 
including action in hindering, combating or 
defending against an actual, impending or 
expected attack by any government or sov- 
ereign power, Ge jure or de facto, or mili- 
tary, naval, or air forees, or by an agent of 
such government, power, authority or 
forces; the discharge, explosion or use of 
any weapon of war employing atomic fission 
or atomic fusion or radioactive materials; in- 
surrection, rebellion, revolution, civil war or 
usurped power, including any action in hin- 
dering, combating, or defending against 
such an occurrence; or confiscation by any 
government or public authority; 

“(f) Any loss arising from operations 
within any geographic areas other than the 
following: ‘between a place in any State of 
the United States, or the District of Colum- 
bia, or Puerto Rico, or the U.S. Virgin Is- 
lands, and a place in any other of those enti- 
ties, or between places in the same State or 
other entity through the airspace over any 
place outside thereof, or between places 
within the District of Columbia, Puerto 
Rico or the U.S. Virgin Islands.’ 

“(g) Any loss arising from operations by 
the Named Insured to or from installations 
of the Distant Early Warning System (DEW 
line) or the Ballistic Missile Early Warning 
System (BMEWS); 

“(h) Any loss arising from the ownership, 
maintenance or use of any aircraft of a type 
or class not specified for coverage in the 
policy, or any aircraft not declared to the 
Insurer in accordance with the terms and 
conditions of this policy, other than substi- 
tute aircraft as authorized in paragraph 4 
hereof; 

“(i) Any loss arising from operations other 
than the carriage by aircraft of property as 


a common carrier for compensation or hire, 


or the carriage of mail by aircraft, in domes- 
tic cargo transportation.” 

6. The Named Insured will promptly reim- 
burse the Insurer for payments made by the 
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Insurer which the Insurer would not have 
been obligated to make except for the provi- 
sions of this endorsement. - 
7. Any exclusions, conditions or provisions 
of this endorsement that have the effect of 
restricting or nullifying the coverage grant- 
ed by this policy in the absence of this en- 
dorsement shall not apply. 
Attached to and forming part of Policy 
No(s): A 
Issued by: 
To: 
Date: 
By: 


‘(Authorized Representative of Insurer) 
[FR Doc. 78-32004 Filed 11-9-78; 8:45 am] 


[6320-01-M] 


{Regulation ER-1081; Amendment No. 34; 
Docket No. 33093] 


PART 241—UNIFORM SYSTEM OF 
ACCOUNTS AND REPORTS FOR 
CERTIFICATED AIR CARRIERS 


Rules for All-Cargo Air Carriers and 
for Domestic Cargo Transportation 


NOVEMBER 8, 1978. 


Adopted by the Civil Aeronautics 
Board at its office in Washinton, D.C. 


AGENCY: Civil Aeronautics Board. 
ACTION: Final rule. 


SUMMARY: This rule sets accounting 
and reporting rules for all-cargo air 
carriers and for domestic cargo trans- 
portation. The reasons for this change 
are explaned in ER-1080, issued simul- 
taneously. 


DATES: Effective: December 31, 1978. 
Adopted: November 8, 1978. 


FOR FURTHER INFORMATION 
CONTACT: 


Raymond Kurlander, Director, 
Bureau of Accounts and Statistics, 
Civil Aeronautics Board, 1825 Con- 
necticut Avenue NW., Washington, 
D.C. 20428, 202-673-5270. 


Accordingly, the Board amends part 
241 of its Economic Regulations (14 
CFR Part 241) to read as follows: 

1. Amend section 03 by adding a defi- 
nition of ‘Section 418 cargo oper- 
ations” to read: 


Section 03—Definitions for Purposes 
of This System of Accounts and 
Reports 


* * J % . 


Section 418 operations.—The Car- 
riage by aircraft of property as a 
common carrier for compensation or 
hire, or mail, or both, in commerce be- 
tween a place in any State of the 
United States, or the District of Co- 
lumbia, or Puerto Rico, or the US. 
Virgin Islands, and a place in any 
other of those entities, or between 
places in the same State or other 
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entity through the air-space over any 
place outside thereof, or between 
places within the District of Columbia, 
Puerto Rico, or the U.S. Virgin Is- 
lands, but excluding service between 
any pair of points both of which are in 
Alaska or Hawaii. This includes com- 
merce moving partly by aircraft and 
partly by other forms of transporta- 
tion, as well as commerce moving 
whoily by aircraft. 


7 . * *. * 


2. Amend section 21 by revising para- 
graph (g) to read: 


Section 21—Introduction to System of 
Reports 


* * * * . 


(g) Four separate air carrier entities 
shall be established for route air carri- 
ers for the purpose of submitting the 
reports prescribed. They are as fol- 
lows: (1) Domestic operations; (2) oper- 


ations via the Atlantic Ocean; (3) oper-- 


ations via the Pacific Ocean; and (4) 
operations within the Latin American 
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areas. With respect to the first classifi- 
cation, the domestic entity shall em- 
brace all operations within the 50 
States of the United States and the 
District of Columbia, and shall also in- 
clude Canadian transborder oper- 
ations. Carriers need not establish a 
Latin American entity for reporting 
purposes if the only operations being 
conducted in that entity are section 
418 cargo operations. The reports to 
be submitted by each entity shall be 
comparable to those required of a dis- 
tinct legal entity whether the report- 
ing entity constitutes such an entity, a 
semi-autonomous physically separated 
operating division of the air carrier, or 
an entity established for reporting 
purposes only. 


a * * * * 


3. Amend section 22 by revising para- 
graph (a), the list of schedules in the 
CAB form 41 report, to read: 

Section 22—General Reporting 
Instructions 


(a)* * * 


List of Schedules in CAB Form 41 Report 


Schedule No. Schedule title 


Statistical market report 


.. Report of sec. 418 operations 


arplicabvity by carrier 
group 
Piling frequency __ 


IT Ill 


Monthly 
Semi-annually 


Charter and special services reve- (*) 
nue aircraft-miles flown: calcu- 
lation of limitation of charter 


trips. 
» = 


‘In accordance with the provisions of sec. 235.4 and 235.5. of pt. 235 of this subch. 
“ For the first 9 mo and for the 12 mo of each calendar year. 


* Applicable only to route air carriers. 
* Applicable only to supplemental air carriers. 


* Applicable to all air carriers except local service air carriers. 


* Applicable only to local service air carriers. 
* Applicable only to subsidized air carriers. 
* Applicable only to trunk air carriers. 


“Applicable only to carriers holding certificates issued under 


Dve Dates oF SCHEDULES IN CAB Form 41 
REPORT 


Due dates' and Schedule No. 


Jan. 20—P-12, P-12(a) 

Jan. 30— * * * 

Feb. 10° A, B-1°, B-3, B-4, B-5, B-7, B-7(b), 
B-8, B-10, B-12, B-13, B-14, P-1.1, P-1.2, 
B-2, B-2(a), P-3, P-3.1, P-3(a), P-4, P-5.1, 
B-5.2, P-5(a), P-6, P-7, P-8, P-9.2, P-10, P- 
11(a), P-11(b), T-8. 


* 


Aug. 10—A, A-1, B-15, B-3, B-4, B-5, B-7, B- 
7(b), B-8, B-10, B-12, B-13, B-14, P-1.1, P- 


sec. 418 of the Act. 


1.2, P-2, P-2(a), P-3, P. 
5.1, P-5.2, P-5(a), P-6 
1l(a), P-11(b), T-8. 


4. Amend section 25, by amending 
paragraph (b) of the reporting instruc- 


- tions for schedule T-6 Report of Civil 


Aircraft Charters and by adding re- 
porting instructions for new scheduled 
T-8 Report of Section 418 Operations 
immediately following the reporting 
instructions for schedule T-7 to read 
as follows: 


Section 25—Traffic and Capacity 
Elements 


~ * 7 * ad 


Schedule T-6—Report of civil air- 
craft charters. 


* * * « * 


(b) A complete report shall be made 
on the schedule for the overall or 
system operations conducted by the 
air carrier; except that, all-cargo 
charters conducted within the geo- 
graphic limitations set out in section 
418 of the Act need not be reported. 


x + > * * 


T-7—Statistical 


Schedule 
Report. 


Market 


* * * * = 


Schedule T-8—Report of Section 418 
Operations. 


(a) This schedule shall be filed semi- 
annually by all air carriers holding 
section 401 certificates that conduct 
all-cargo operations under certificates 
issued for section 418 cargo operations. 

(b) Data reported on this schedule 
shall be based on the system oper- 
ations of the air carrier with the data 
being segregated between section 401 
operations and all-cargo operations 
conducted on all-cargo aircraft under 
section 418. 

(c) “Total Operating Reyenue” shall 
be segregated between transport and 
transnort-related revenues. 

(d) Transport revenues shall be sub- 
divided between those generated by 
scheduled service operations and those 
generated by nonscheduled service op- 
erations. Scheduled service revenues 
shall be further subdivided as follows: 

(1) Property; 

(2) Mail; and 

(3) Other. 

(e) “Operating Expenses” shall re- 
flect the segregation of total operating 
expenses reported in line 7199 on 
Schedule P-11 or Schedule P-12 for 
the overall or system operations of the 
air carrier. 

(f) “Revenue Ton-Miles” shall be 
segregated between those flown in 
scheduled service and those flown in 
nonscheduled service. Scheduled serv- 
ice ton-miles shall be subdivided be- 
tween property transported and mail 
transported. 

(g) “Nonrevenue Ton-Miles’” and 
“Revenue Tons Enplaned”’ applicable 
to the revenue flights operated during 
the reporting period shall be reported 
on this schedule. 

(nh) “Available Ton-Miles” shall be 
segregated between scheduled service 
and nonscheduled service. 

(i) “Aircraft Miles Flown,” “Aircraft 
Departures Performed,” and “Aircraft 
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Hours (Airborne)’’ shall be segregated 
between the aircraft capacity operated 
in revenue service and nonrevenue 
service. 


» 


5. Amend § 19-3, by adding a new sen- 
tence to read. 


§19-3 Accessibility and transmittal of 
data. 


Each air carrier shall’ maintain its 
prescribed operating statistics in a 
manner and at such locations as will 
permit ready availability for examina- 
tion by representatives of the Board. 
All Group I subsidized route carriers, 
Group II subsidized route carriers and 
all Group IJ] route air carriers shall 
transmit to the Board on a monthly 
basis individual flight stage data for 
scheduled services as prescribed in sec- 
tion 19-5, summarized by flight 
number, service segment, service class, 
and aircraft type. Individual flight 
stage data for section 418 all-cargo op- 
erations shall not be transmitted to 
the Board, but shall be included in the 
summary schedules prescribed in sec- 
tion 25 of this part. Those air carriers 
required to submit this data shall uti- 
lize either magnetic ADP tapes or 
ADP punched cards for transmitting 
the prescribed data to the Board. All 
ADP-oriented records shall be trans- 
mitted in accordance with standard 
practices to be established by the 
Board’s Bureau of Accounts and Sta- 
tistics. All such data shall be received 
by the Civil Aeronautics Board at its 
offices in Washington, D.C., no later 
than 30 days following the close of the 
month to which applicable. 


(Sections 204 and 407 of the Federal] Avi- 
ation Act, as amended, 72 Stat. 743, 766; 49 
U.S.C. 1324 and 1377.) 


Nore.—The Civil Aeronautics Board is 
submitting this rule to the General Ac- 
counting Office for such review as may be 
appropriate under the Federal Reports Act, 
44 U.S.C. 3512. The effective date of the re- 
porting requirements of this rule, which is 
December 31, 1978, accordingly reflects the 
inclusion of a 45-day period which that stat- 
ute allows for such review (44 U.S.C. 
3512(e)(2)). 


By the Civil Aeronautics Board: 


PHYLLIS T. KAYLor, 
Secretary. 


(FR Doc. 78-32005 Filed 11-9-78; 8:45 am] 


RULES AND REGULATIONS 
[6320-01-M] 


[Regulation ER-1082; Amendment No. 6; 
Docket 33093] 

PART 242—REPORTING RESULTS OF 

SCHEDULED ALL-CARGO SERVICES 


Revocation of Part 


NOvEMEER 8, 1978. 

Adopted by the Civil Aeronautics 
Board at its office in Washington, D.C. 
AGENCY: Civil Aeronautics Board. 
ACTION: Revocation of part. 
SUMMARY: The Board is revoking 
this part of its Economic Regulations 
as no longer needed, for the reasons 


explained in ER-1080, issued simulta- 
neously. 


DATES: Effective: November 9, 1978. 
Adopted: November 8, 1978. 


FOR FURTHER INFORMATION 

CONTACT: : 
Raymond Kurlander, Director, 
Bureau of Accounts and Statistics, 
Civil Aeronautics Board, 1825 Con- 
necticut Avenue NW., Washington, 
D.C. 20428, 202-673-5270. 


Part 242 [Reserved] 


Accordingly, the Board revokes and 
reserves Part 242 of its Economic Reg- 
ulations (14 CFR Part 242). 


(Sections 204 and 407 of the Federal Avi- 
ation Act of 1958, as amended, 72 Stat. 743, 
766; 49 U.S.C. 1324 and 1377.) 


By the Civil Aeronautics Board: 
PHYLLIS T. KAYLOR, 
Secrelary. 
{FR Doc. 78-32006 Filed 11-9-78; 8:45 am] 


[6320-01-M] 


{Regulation ER-1083; Amendment No. 28; 
Docket 33093] 


PART 249—PRESERVATION OF AIR 
CARRIER ACCOUNTS, RECORDS, 
AND MEMORANDA 


All-Cargo Air Carriers Under Section 
418 of the Act 


NOVEMBER 8, 1978. 
Adopted by the Civil Aeronautics 
Board at its office in Washington, D.C. 
AGENCY: Civil Aeronautics Board. 
ACTION: Final rule. 


SUMMARY: For the reasons stated in 
ER-1080, issued simultaneously, this 
rule includes air carriers certificated 
under section 418 of the Act under the 
Board’s record retention requirements. 


DATES: Effective: December 31, 1978. 
Adopted: November 8, 1978. 
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FOR FURTHER INFORMATION 
CONTACT: 


Raymond Kurlander, Director, 

Bureau of Accounts and Statistics, 

Civil Aeronautics Board, 1825 Con- 

necticut Avenue NW., Washington, 

D.C. 20428, 202-673-5270. 

Accordingly, the Board amends part 
249 of its Economic Regulations (14 
CFR part 249) by revising paragraph 
(a) of § 249.1 to read: 


§ 249.1 Applicability. 

* * * (a) air carriers that hold certifi- 
cates issued under sections 401 or 418 
of the Act, * * *. 

(Sections 204 and 407 of the Federal Avi- 


ation Act of 1958, as amended, 72 Stat. 743, 
766; 49 U.S.C. 1324 and 1377.) 


By the Civil Aeronautics Board: 
PHYLLIS T. KAYLor, 
Secretary. 
(FR Doc. 78-32007 Filed 11-9-78; 8:45 am] 


[6320-01-M | 


SUBCHAPTER E—ORGANIZATION 
REGULATION 


(Regulation OR-136; Amendment No. 74, 
Docket 33093] 


PART 385—DELEGATIONS AND 
REVIEW OF ACTION UNDER DELE- 
GATIONS: NONHEARING MATTERS 


Delegation to Director, Bureau of 
Pricing and Domestic Aviation for 
Pickup and Delivery Tariffs 


NovEMBER 8, 1978. 


Adopted by the Civil Aeronautics 
Board at its office in Washington, D.C. 


AGENCY: Civil Aeronautics Board. 
ACTION: Final rule. 


SUMMARY: This rule delegates au- 
thority to the Director, Bureau of 
Pricing and Domestic Aviation, to re- 
quire pickup and delivery tariffs in do- 
mestic cargo transportation if needed 
in the public interest. This rule is at 
the Board’s own initiative, and is ex- 
plained in ER-1080, issued simulta- 
neously. 


DATES: Effective: November 9, 1978. 
Adopted: November 8, 1978. 


FOR FURTHER INFORMATION 
CONTACT: 


Joseph A. Brooks, Office of General 
Counsel, Civil Aeronautics Board, 
1825 Connecticut Avenue NW., 
Washington, D.C. 20428, 202-673- 
5442. 


SUPPLEMENTARY INFORMATION: 
Since this rule is administrative in 
nature,. affecting a rule of agency or- 
ganization and procedure, we find that 
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there is good cause not to require 
public notice and procedures, and for 
making it effective immediately. 

Accordingly, the Board is amending 
Part 385 of its Organization Regula- 
tions (14 CFR Part 385) by adding a 
new paragraph (oo) to § 385.13 to read 
as follows: 


§ 385.13 Delegation to Director, Bureau of 
Pricing and Domestic Aviation. 


* = * * * 


(oo) Require pickup and delivery tar- 
iffs be filed with the Board under Part 
221 of the Economic Regulations by 
carriers operating in domestic cargo 
transportation under Part 291, if in 
the public interest. 

(Sec. 204 of the Federai Aviation Act of 
1958, as amended, 72 Stat. 743; 49 U.S.C. 
1324. Reorganization Plan No. 3 of 1961, 75 
Stat. 837, 26 FR 5989, 49 U.S.C. 1324 (note).) 


By the Civil Aeronautics Board: 


PHYLLIS T. KAYLOR, 
Secretary. 
{FR Doc. 78-32008 Filed 11-9-78; 8:45 am] 
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